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DEPARTMENT  OF  EDUCATION 
34  CFR  Part  668 

Student  Assistance  General  Provisions 

agency:  Department  of  Education. 
ACTION:  Final  Regulations  with 
comments  invited. 

SUMMARY:  These  regulations  include 
definitions,  special  terms  and  provisions 
that  are  common  to  student  financial 
assistance  programs  authorized  by  Title 
IV  of  the  Higher  Education  Act  (Subpart 
A),  and  the  student  consumer 
information  provisions  currently 
codified  in  34  CFR  Part  686  (Subpart  C). 
Several  provisions  in  this  part  have  also 
been  amended  to  conform  to  statutory 
changes  made  in  Title  IV  of  the  Higher 
Education  Act  by  the  Education 
Amendments  of  1980,  Pub.  L.  96-374.  For 
example,  the  regulations  regarding  the 
limitation,  suspension  and  termination 
of  the  eligibility  of  institutions  have 
been  amended  to  provide  for  the 
Secretary’s  new  authority  to  impose 
fines  for  program  violations.  With 
regard  to  the  common  definitions,  terms 
and  provisions  in  Subpart  A,  it  is  the 
Secretary’s  intention  to  delete  those 
provisions  from  the  individual  program 
regulations  when  those  regulations  are 
republished. 

DATES:  All  comments,  suggestions,  or 
objections  must  be  received  on  before 
March  2, 1981. 

EFFECTIVE  DATE:  These  regulations  are 
expected  to  take  effect  45  days  after 
they  are  transmitted  to  the  Congress. 
Regulations  are  usually  transmitted  to 
tbe  Congress  several  days  before  they 
are  published  in  the  Federal  Register. 
The  effective  date  of  these  regulations, 
call  or  write  the  Department  of 
Education  contact  person. 

FOR  FURTHER  INFORMATION  CONTACT: 
William  L.  Moran  or  Robert  E.  Jamroz, 
Office  of  Student  Financial  Assistance, 
Room  4318,  ROB-3,  400  Maryland 
Avenue,  SW.,  Washington,  D.C.  20202, 
Telephone  (202)  472-4300. 
SUPPLEMENTARY  INFORMATION:  The 
following  is  a  discussion  of  the  changes 
made  in  part  668. 

Subpart  A — General 

The  following  definitions  have  been 
taken  from  the  individual  title  IV 
student  financial  assistance  program 
regulations  and  have  been  included  in 
this  subpart:  "public  and  nonprofit 
private  institution  of  higher  education,’’ 
"proprietary  institution  of  higher 
education,’’  “postsecondary  vocational 
institution,"  "recognized  equivalent  of  a 
high  school  diploma,”  “ability  to 


benefit,”  “one  year  training  program" 
and  “six  month  training  program.” 

These  definitions  and  terms  will  be 
deleted  from  each  program’s  regulations 
when  those  regulations  are  published. 

The  various  civil  rights  requirements 
and  criminal  penalties  that  institutions 
are  subject  to  in  their  administration  of 
title  IV  student  financial  assistance 
programs  have  also  been  included  in 
this  subpart.  Again,  if  such  provisions 
are  currently  in  existing  program 
regulations,  they  will  be  deleted  when 
those  regulations  are  published. 

The  Education  Amendments  of  1980 
amended  the  definition  of  a 
postsecondary  vocational  institution  in 
two  respects.  A  postsecondary 
vocational  institution  may  now  admit  as 
regular  students  persons  who  are 
beyond  the  age  of  compulsory  school 
attendance  in  the  State  in  which  the 
institution  is  located  and  have  the 
ability  to  benefit  from  the  education  or 
training  offered.  Further,  these 
institutions  no  longer  need  to  be  fully 
accredited  but  may  qualify  under  the 
statutory  definition  if  they  are  making 
reasonable  progress  toward 
accreditation,  i.e.,  candidacy  status,  or  if 
the  credits  of  at  least  three  of  their 
students  are  fully  accepted  upon 
transfer  by  at  least  three  accredited 
institutions. 

The  “ability  to  benefit"  requirement 
that  certain  institutions  must  meet  has 
been  modified.  Institutions  no  longer 
need  to  document  and  keep  records  for 
each  student.  An  institution  may  now 
satisfy  this  requirement  if  it  can 
demonstrate  that  it  had  developed  and 
consistently  applies  criteria  for 
determining  that  its  students  have  the 
ability  to  benefit  from  the  education  or 
training  it  offers.  Of  course,  however, 
the  institution  must  be  able  to  justify, 
upon  request,  that  the  students  it  admits 
have  that  ability. 

Subpart  B— Standard  for  Audits, 
Records,  Financial  Responsibility, 
Administrative  Capability  and 
Disposition  of  Refunds. 

The  Education  Amendments  of  1980 
require  institutions  that  wish  to 
participate  in  the  title  VI  student 
assistance  programs,  other  than  the 
State  Incentive  Grant  Program,  to  enter 
into  a  program  participation  agreement 
with  the  Secretary.  Section  668.11  has 
been  revised  to  incorporate  this 
requirement. 

The  Education  Amendments  of  1980 
deleted  the  aggregate  maximum  grant 
amount  in  the  Supplemental  Educational 
Opportunity  Grant  program  and  also 
deleted  the  requirement  that  limited  a 
student’s  eligibility  for  the  Supplemental 


Grant  Program  to  four  academic  years. 
The  law  now  provides  that  a  student  is 
eligible  for  a  Supplemental  Grant  as 
long  as  he  or  she  has  not  received  his  or 
her  first  baccalaureate  degree. 

The  Secretary  has  revised  the 
financial  aid  transcript  requirement, 

§  668.14,  to  accommodate  this  change  by 
eliminating  the  need  to  report  on  the 
transcript  the  amount  of  Supplemental 
Grants  a  student  received  over  the  years 
while  attending  the  institution.  The 
institution  shall  indicate  if  the  student 
ever  received  a  Supplemental  Grant  and 
report  only  the  amount  of  Supplemental 
Grants  disbursed  to  a  student  for  the 
award  period  in  which  the  student 
transfers.  This  information  is  needed  to 
prevent  a  student  from  receiving  grants 
totaling  more  than  $2000  per  academic 
year  under  that  program. 

The  financial  aid  community  has 
noted  that  the  information  requested  on 
the  transcript  regarding  the  dependent- 
independent  status  of  a  student  is  not  of 
any  value  to  the  institution  the  student 
transfers  to.  Therefore,  the  Secretary 
has  dropped  this  requirement. 

Section  668.22  has  been  added  and 
includes  the  provision  that  is  currently 
in  each  title  IV  student  assistance 
program  that  funds  received  by  an 
institution  under  any  such  program  are 
held  in  trust  by  the  institution  for  the 
intended  student  beneficiaries  and  may 
not  be  used  for  any  other  purpose. 

As  a  result  of  the  creation  of  the 
Education  Department,  the  functions 
and  responsibilities  formerly  handled  by 
the  HEW  Audit  Agency  with  regard  to 
education  matters  are  now  handled  by 
the  Education  Department’s  Inspector 
General’s  Office.  Thus  the  changes  in 
§§  668.12  and  668.13. 

Subpart  C— Student  Consumer 
Information  Services 

The  Student  Consumer  Information 
Services  regulations  currently  codified 
in  Part  686  of  Title  34  of  the  Code  of 
Federal  Regulations  are  incorporated 
into  the  Student  Assistance  General 
Provisions  as  Subpart  C.  Upon 
publication  of  these  regulations,  part  686 
will  be  revoked.  These  regulations  are 
being  transferred  to  this  part  since  they 
are  now,  as  a  result  of  the  Education 
Amendments  of  1980,  applicable  to  all 
institutions  participating  in  any  title  IV 
student  assistance  program.  Before  this 
statutory  change,  only  institutions 
receiving  an  administrative  cost 
allowance  were  subject  to  these 
provisions. 

Other  changes  made  by  the  Education 
Amendments  of  1980  in  the  consumer 
information  services  requirements 
include:  (1)  Deleting  the  requirement 
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that  an  institution  inform  students  of  the 
retention  and  drop-out  rates  for 
particular  programs  it  offers,  (2)  adding 
the  requirement  that  the  institution 
describe  to  its  students  or  prospective 
students,  any  special  facilities  or 
services  available  to  handicapped 
students,  and  (3)  adding  the  requirement 
that  the  institution  inform  its  enrolled  or 
prospective  students  of  the  names  of  the 
associations,  agencies  or  governmental 
bodies  which  accredit,  approve  or 
license  the  institution  or  its  programs. 

As  a  result  of  the  Education 
Amendments  of  1980,  institutions  no 
longer  need  to  use  their  administrative 
allowances  to  carry  out  these 
information  activities.  Therefore,  the 
audit  and  recordkeeping  requirements 
for  administrative  allowances  in  the 
current  regulations  have  been  deleted. 

Subpart  F— Misrepresentation 

This  subpart,  currently  Subpart  C.  is 
recodified  as  Subpart  F.  No  other 
changes  have  been  made  to  these 
regulations. 

Subpart  G — Fine,  Limitation, 
Suspension  and  Termination 
Procedures 

This  subpart,  currently  Subpart  H,  is 
recodified  as  Subpart  G.  This  subpart 
has  also  been  amended  to  include  the 
authority  given  to  the  Secretary  by  the 
Education  Amendments  of  1980  to 
impose  fines  on  institutions  which  fail  to 
properly  administer  the  title  IV  student 
assistance  programs.  The  procedures 
used  for  fines  are  identical  to  the  ones 
used  for  limitations  and  terminations. 

Other  minor  procedural  changes  were 
made  in  this  subpart.  These  changes 
include,  for  example,  changes  in 
relevant  sections  in  the  subpart  in  order 
to  accomodate  the  authority  to  impose 
fines,  the  deletion  of  all  references  to  the 
HEAL  program,  and  the  adding  of 
references  to  the  Parent  Loan  for 
Undergraduate  Students  Program 
(PLUS).  The  reference  to  the  HEAL 
program,  the  Health  Education 
Assistance  Loan  Program  authorized  by 
title  VIl-C-1  of  the  Public  Health 
Service  Act.  was  deleted  since  statutory 
authority  to  administer  that  program  is 
lodged  in  the  Secretary  of  Health  and 
Human  Services. 

Miscellaneous. 

Other  changes  of  a  minor,  technical  or 
procedural  nature  have  been  made  as  a 
result  of  the  reorganization  of  the  part. 

Invitation  to  Comment: 

Many  members  of  the  financial  aid 
community  have  indicated  that  these 
Student  Assistance  General  Provisions 


should  be  expanded  to  include  all 
statutory  provisions  and  title  IV  student 
assistance  program  regulations  that  are 
common  to  all  the  title  IV  student 
assistance  programs.  For  example,  it  has 
been  proposed  that  the  regulations 
addressing  student  eligibility  (Section 
484  of  the  Higher  Education  Act)  be 
incorporated  into  these  regulations  and 
deleted  from  the  individual  title  IV 
program  regulations.  Interested  persons 
are  invited  to  submit  comments  or 
recommendations  regarding  this 
proposal. 

Written  comments  and 
recommendations  may  be  sent  to  the 
address  given  at  the  beginning  of  this 
preamble.  Comments  must  be  received 
no  later  than  March  2, 1981. 

All  commqpts  submitted  in  response 
to  this  proposal  will  be  available  for 
public  inspection  in  Room  4318,  ROB-3, 
7th  &  D  Streets,  SW.,  Washington,  D.C., 
between  the  hours  of  8:30  a.m.  and  4:00 
p.m.,  Monday  through  Friday,  of  each 
week  except  Federal  holidays. 

Assessment  of  Educational  impact 

On  November  14, 1980.  the  Secretary 
published  a  notice  in  the  Federal 
Register  of  the  Department’s  intent  to 
publish  regulations  necessary  to 
implement  the  Education  Amendments 
of  1980,  In  that  notice,  the  Department 
listed  the  existing  regulations  affected 
by  the  new  !aw  and  requested 
comments  whether  those  regulations 
required  information  that  is  already 
being  gathered  by  or  is  available  from 
any  other  agency  or  authority  of  the 
United  States.  The  regulations  in  this 
document  are  based  on  regulations 
listed  in  the  November  14, 1980  notice. 
Based  on  any  comments  received  and 
the  Department’s  own  review,  it  has 
been  determined  that  the  regulations  in 
this  document  do  not  require 
information  that  is  already  being 
gathered  by  or  is  available  from  any 
other  agency  or  authority  of  the  United 
States. 

Waiver  of  Notice  of  Proposed 
Rulemaking. 

The  regulatory  changes  made  in  this 
part  merely  reflect  statutory  changes 
made  in  title  IV  of  the  Higher  Education 
Act,  nonsubstantive  organizational 
changes  required  by  the  incorporation  of 
existing  regulatory  provisions  from  other 
regulations,  or  minor  technical  revisions. 
In  addition,  the  Secretary  wishes  to  give 
the  program  community  as  much 
advance  notice  as  possible  of  these 
changes.  Accordingly,  the  Secretary 
finds  that  publication  of  a  proposed  rule 
in  this  instance  would  be  unnecessary, 
impracticable  and  contrary  to  the  public 
interest  within  the  meaning  of  5  U.S.C. 


533(b),  and  is  publishing  these  rules  as 
final  regulations. 

Dated:  December  23. 1980. 

(Catalogue  of  Federal  Domestic  Assistance 
Numbers:  Pell  Grant  program.  84.063: 
Supplemental  Educational  Opportunity  Grant 
Program,  84.007;  State  Student  Incentive 
Grant  program,  84.069:  Guaranteed  Student 
Loan  Program,  84.032:  College  Work-Study 
Program,  84.033;  National  Direct  Student 
Loan  Program.  84.038] 

Shirley  M.  Hufstedler, 

Secretary  of  Education. 

1.  Part  668  of  Title  34  of  the  Code  of 
Federal  Regulations  is  amended  as 
follows: 

(a)  The  table  of  sections  and  subparts 
is  revised  to  read  as  follows: 

PART  668— STUDENT  ASSISTANCE 
GENERAL  PROVISIONS 

Subpart  A — General 

Sec. 

668.1  Scope. 

668.2  Public  or  private  nonprofit  institution 
of  higher  education. 

668.3  Proprietary  institution  of  higher 
education. 

668.4  Postsecondary  vocational  institution. 

668.5  Recognized  equivalent  of  a  high 
school  diploma. 

668.6  Ability  to  benefit. 

668.7  One  year  training  program. 

668.8  Six  month  training  program. 

668.9  Civil  rights  requirements. 

668.10  Criminal  penalties. 

Subpart  B— Standards  for  Audits,  Records, 
Financial  Responsibility,  Administrative 
Capability  and  Disposition  of  Refunds 

668.11  Scope — Participation  agreement. 

668.12  Audits,  records,  and  examinations. 

668.13  Audit  exceptions  and  repayments. 

668.14  Financial  aid  transcript. 

668.15  Factors  of  financial  responsibility. 

668.16  Standards  of  administrative 
capability. 

668.17  Additional  factors  for  evaluating 
administrative  capability  and  financial 
responsibility. 

668.18  Change  in  ownership  and  control. 

668.19  Contracting  for  educational  programs 
or  courses. 

668.20  Institutions  stop  providing 
educational  instruction — Loss  of 
eligibility. 

668.21  Distribution  formula  for  institutional 
refunds  and  repayments  of  cash 
disbursements  made  directly  to  the 
student. 

668.22  Federal  interest  in  title  IV  student 
assistance  funds. 

Subpart  C— Student  Consumer  Information 
Services 

668.31  Scope. 

668.32  Definitions. 

668.33  Preparation  and  dissemination  of 
materials. 

668.34  Financial  assistance  information. 

668.35  Institutional  information. 

668.36  Availability  of  employees  for 
information  dissemination  purposes. 
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Subparts  D-E  [Reserved] 

Subpart  F— Misrepresentation 

Sec 

668.61  Scope. 

668.62  Special  deHnitions. 

668.63  Nature  of  educational  program. 

668.64  Nature  of  financial  charges. 

668.65  Employability  of  graduates. 

668.66  Endorsements  and  testimonials. 

668.67  Procedures. 

Subpart  G— Fine,  Limitation,  Suspension 
and  Termination  Proceedings 

668.71  Scope. 

668.72  Definitions. 

668.73  Informal  compliance  procedures. 

668.74  Emergency  action. 

668.75  Fine  proceedings. 

668.76  Suspension  proceedings. 

668.77  Limitation  or  termination 
proceedings. 

668.78  Initial  and  final  decisions — appeals. 

668.79  Verification  of  mailing  and  receipt 
dates. 

668.80  Fines. 

668.81  Limitation. 

668.82  Termination. 

668.83  Reimbursements,  refunds,  and 
offsets. 

668.84  Reinstatement  after  termination. 

668.85  Removal  of  a  limitation. 

Appendix  A — [Reserved] 

Appendix  B — Standards  for  Audit  of 

Governmental  Organizations,  Programs, 
Activities,  and  Functions  (GAO) 
Appendix  C — Appendix  I,  Standards  for 
Audit  of  Governmental  Organizations, 
Programs,  Activities,  and  Functions 
(GAO) 

Authority:  Sections  435,  481,  485,  487,  490 
and  1201(a)  of  the  Higher  Education  Act  of 
1965  as  amended  (20  U.S.C.  1085, 1088, 1092, 
1094, 1097,  and  1141(a)). 

(b)  Subpart  A  is  revised  to  read  as 
follows: 

Subpart  A— General 
§  668.1  Scope. 

(a) (1)  This  part  establishes  general 
rules  that  apply  to  an  institution  of 
higher  education  or  a  vocational  school 
that  participates  in  any  student  financial 
assistance  program  authorized  by  title 
IV  of  the  Higher  Education  Act  of  1965 
as  amended,  (title  IV  student  assistance 
programs) 

(2)  As  used  in  this  part: 

(i)  An  institution  of  higher  education 
includes  a  public  or  private  nonprofit 
institution  as  defined  in  §  668.2,  a 
proprietary  institution  as  defined  in 

§  668.3,  and  a  postsecondary  vocational 
institution  as  defined  in  §  668.4,  and 

(ii)  A  vocational  school  is  a  school  as 
defined  in  section  435(c]  of  the  Higher 
Education  Act  of  1965  as  amended.  (20 
U.S.C.  1085(c)). 

(b)  The  title  IV  student  assistance 
programs  include — 

(1)  The  Pell  Grant  Program  previously 
known  as  the  Basic  Educational 


Opportunity  Grant  program  (20  U.S.C. 
1070a;  34  CFR  Part  690): 

(2)  The  Supplemental  Educational 
Opportunity  Grant  Program  (SEOG  or 
Supplemental  Grants — 20  U.S.C.  1070b 
et  seq;  34  CFR  Part  676); 

(3)  The  State  Student  Incentive  Grant 
Program  (SSIG — 20  U.S.C.  1070c  et  seq; 

34  CFR  Part  692); 

(4)  The  Guaranteed  Student  Loan 
Program  (GSL — 20  U.S.C.  1071  et  seq:  34 
CFR  Part  682): 

(5)  The  Parent  Loans  for 
Undergraduate  Students  Program 
(PLUS— 20  U.S.C.  1078-2:  34  CFR  Part 
683); 

(6)  The  College  Work-Study  Program 
(CWS— 42  U.S.C.  2751  et  seq;  34  CFR  ■ 
Part  675):  and 

(7)  The  National  Direct  Student  Loan 
Program  (NDSL— 20  U.S.C.  1087aa  et 
seq:  34  CFR  Part  674); 

(20  U.S.C.  1070  et  seq.) 

§  668.2  Public  or  private  nonprofit 
institution  of  higher  education. 

A  “public  or  private  nonprofit 
institution  of  higher  education”  is: 

(a)  An  educational  institution  which — 

(1)  Is  in  a  State; 

(2)  Admits  as  regular  students  only 
persons  who — 

(i)  Have  a  high  school  diploma, 

(ii)  Have  the  recognized  equivalent  of 
a  high  school  diploma,  or 

(iii)  Are  beyond  the  age  of  compulsory 
school  attendance  in  the  State  in  which 
the  institution  is  located  and,  if  the 
institution  seeks  to  participate  in  a  title 
IV  student  assistance  program  other 
than  the  GSL  or  PLUS  program,  have  the 
ability  to  benefit  from  the  training 
offered; 

(3)  Is  legally  authorized  to  provide  an 
educational  program  beyond  secondary 
education  in  the  State  in  which  the 
institution  is  physically  located; 

(4)  Provides — 

(i)  An  educational  program  for  which 
it  awards  an  associate,  baccalaureate, 
graduate,  or  professional  degree,  or 

(ii)  At  least  a  two-year  program  which 
is  acceptable  for  full  credit  toward  a 
baccalaureate  degree,  or 

(iii)  At  least  a  one-year  training 
program  which  leads  to  a  certificate  or 
degree  and  prepares  students  for  gainful 
employment  in  a  recognized  occupation: 
and 

(5)  Is- 

(i)  Accredited  by  a  nationally 
recognized  accrediting  agency  or 
association, 

(ii)  Approved  by  a  State  agency 
recognized  by  the  Secretary  as  a  reliable 
authority  on  the  quality  of  public 
postsecondary  vocational  education  in 
its  State,  if  the  institution  is  a  public 


postsecondary  vocational  educational 
institution, 

(iii)  An  institution  which  has 
satisfactorily  assured  the  Secretary  that 
it  will  meet  the  accreditation  standards 
of  an  approved  agency  or  association 
within  a  reasonable  time,  considering 
the  resources  available  to  the 
institution,  the  period  of  time  it  has 
operated  and  its  efforts  to  meet 
accreditation  standards,  or 

(iv)  An  institution  whose  credits  are 
determined  by  the  Secretary  to  be 
accepted  on  transfer  by  at  least  three 
accredited  institutions  on  the  same  basis 
as  transfer  credits  from  fully  accredited 
institutions; 

(b) (1)  If  an  institution  seeks  to 
participate  solely  in  the  GSL  or  PLUS 
programs  and  cannot  be  accredited  or 
approved  because  there  is  no  nationally 
recognized  accrediting  agency  or 
association  qualified  to  accredit  or 
approve  that  type  of  institution,  the 
institution  satisfies  the  requirement  of 
paragraph  (a)(5)  of  this  section  if  it  is 

•  approved  by  a  committee  appointed  by 
the  Secretary  for  that  purpose  in 
accordance  with  the  standards  of 
content,  scope,  and  quality  that  the 
committee  prescribes. 

(2)  An  institution  that  has  been 
approved  by  the  Committee  must,  in 
order  to  remain  an  eligible  school, 
become  accredited  within  three  years 
after  the  Secretary  has  designated  a 
nationally  recognized  accrediting 
agency  for  the  type  of  institution 
applying  for  eligibility. 

(c)  For  the  purpose  of  this  definition, 
the  Secretary  publishes  a  list  of 
nationally  recognized  accrediting 
agencies  or  associations  and  State 
approval  agencies  that  the  Secretary  has 
determined  to  be  reliable  authority  as  to 
the  quality  of  education  or  training 
offered. 

(20  U.S.C.  1085,  and  1141(a)) 

§  668.3  Proprietary  institution  of  higher 
education. 

A  “proprietary  institution  of  higher 
education”  is: 

(a)  An  educational  institution  which — 

(1)  Is  not  a  public  or  other  nonprofit 
institution: 

(2)  Is  in  a  State; 

(3)  Admits  as  regular  students  only 
persons  who — 

(i)  Have  a  high  school  diploma, 

(ii)  Have  the  recognized  equivalent  of 
a  high  school  diploma,  or 

(iii)  Are  beyond  the  age  of  compulsory 
school  attendance  in  the' State  in  which 
the  institution  is  located  and  have  the 
ability  to  benefit  from  the  training 
offered: 
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(4)  Is  legally  authorized  to  provide 
postsecondary  education  in  the  State  in 
which  it  is  physically  located; 

(5)  Provides  at  least  a  six-month 
program  of  training  to  prepare  students 
for  gainful  employment  in  a  recognized 
occupation; 

(6)  Is  accredited  by  a  nationally 
recognized  accrediting  agency  or 
association;  and 

(7)  Has  been  in  existence  for  at  least 
two  years.  The  Secretary  considers  a 
school  to  have  been  in  existence  for  two 
years  if  it  has  been  legally  authorized  to 
provide,  and  has  provided,  a  continuous 
training  program  to  prepare  students  for 
gainful  employment  in  a  recognized 
occupation  during  the  24  months  (except 
for  normal  vacation  periods]  preceding 
the  date  of  application  for  eligibility. 

(b)  For  the  purpose  of  this  definition, 
the  Secretary  publishes  a  list  of 
nationally  recognized  accrediting 
agencies  or  associations  that  the 
Secretary  has  determined  to  be  reliable 
authority  as  to  the  quality  of  education 
or  training  offered. 

(20  U.S.C.  1141(a).  20  U.S.C.  1088(b)) 

§  668.4  Postsecondary  vocational 
institution. 

A  “postsecondary  vocational 
institution”  is: 

(a)  A  public  or  private  nonprofit 
educational  institution  which — 

(1)  Is  in  a  State; 

(2)  Admits  as  regular  students  only 
persons  who — 

(i)  Have  a  high  school  diploma, 

(ii)  Have  the  recognized  equivalent  of 
a  high  school  diploma,  or 

(iii)  Are  beyond  the  age  of  compulsory 
school  attendance  in  the  State  in  which 
the  institution  is  located  and  have  the 
ability  to  benefit  from  the  training 
offered; 

(3)  Is  legally  authorized  to  provide  an 
educational  program  beyond  secondary 
education  in  the  State  in  which  the 
institution  is  physically  located; 

(4)  Provides  at  least  a  six-month 
program  of  training  to  prepare  students 
for  gainful  employment  in  a  recognized 
occupation; 

(5)  Is- 

(i)  Accredited  by  a  nationally 
recognized  accrediting  agency  or 
association, 

(ii)  Approved  by  a  State  agency 
recognized  by  the  Secretary  as  a  reliable 
authority  on  the  quality  of  public 
postsecondary  vocational  education  in 
its  State,  if  the  institution  is  a  public 
postsecondary  vocational  educational 
institution, 

(iii)  An  institution  which  has 
satisfactorily  assured  the  Secretary  that 
it  will  meet  the  accreditation  standards 
of  an  approved  agency  or  association 


within  a  reasonable  time,  considering 
the  resources  available  to  the 
institution,  the  period  of  time  it  has 
operated  and  its  efforts  to  meet 
accreditation  standards,  or 

(iv)  An  institution  whose  credits  are 
determined  by  the  Secretary  to  be 
accepted  on  transfer  by  at  least  three 
accredited  institutions  on  the  same  basis 
as  transfer  credits  hrom  fully  accredited 
institutions; 

(6)  Has  been  in  existence  for  at  least 
two  years.  The  Secretary  considers  an 
institution  to  have  been  in  existence  for 
two  years  if  it  has  been  legally 
authorized  to  provide,  and  has  provided, 
a  training  program  on  a  continuous  basis 
to  prepare  students  for  gainful 
employment  in  a  recognized  occupation 
during  the  24  months  (except  for  normal 
vacation  periods)  preceding  the  date  of 
application  for  eligibility. 

(b)  For  the  purposes  of  this  definition 
the  Secretary  publishes  a  list  of 
nationally  recognized  accrediting 
agencies  or  associations  and  State 
approval  agencies  that  the  Secretary  has 
determined  to  be  reliable  authority  as  to 
the  quality  of  education  or  training 
offered. 

(20  U.S.C.  1141(a).  20  U.S.C.  1088) 

§  668.5  Recognized  equivalent  of  a  high 
school  diploma. 

The  “recognized  equivalent  of  a  high 
school  diploma”  is — 

(a)  A  General  Education  Development 
(GED)  Certificate,  or 

(b)  A  State  certificate  received  by  a 
student  after  the  student  has  passed  a 
State  authorized  examination,  which 
that  State  recognizes  as  the  equivalent 
of  a  high  school  diploma. 

(20  U.S.C.  1141(a)) 

§  668.6  Ability  to  benefit. 

(a)  “Ability  to  benefit”  means  that  a 
person  admitted  to  an  institution  of 
higher  education  has  the  ability  to 
benefit  from  the  education  or  training  he 
or  she  is  to  receive. 

(b) (l]  An  institution  that  admits  as 
regular  students  persons  who  do  not 
have  a  high  school  diploma  or  the 
recognized  equivalent  of  a  high  school 
diploma  and  who  are  beyond  the  age  of 
compulsory  school  attendance  in  the 
State  in  which  the  institution  is  located, 
shall  develop  and  consistently  apply 
criteria  for  determining  whether  these 
students  have  the  ability  to  benefit  from 
the  education  or  traming  offered. 

(2)  An  institution  must  be  able  to 
demonstrate,  upon  request  of  the 
Secretary,  that  these  students  have  the 
ability  to  benefit. 

(20  U.S.C.  1088, 1141) 


§  668.7  One  year  training  program. 

A  “one  year  training  program”  is  a 
program  which  is  at  least — 

(a)  24  semester  or  trimester  hours  or 
units,  or  36  quarter  hours  or  units  at  an 
institution  using  credit  hours  or  units  to 
measure  progress; 

fb)  900  clock  hours  of  supervised 
training  at  an  institution  using  clock 
hours  to  measure  progress;  or 

(c)  900  hours  of  preparation  in  a 
correspondence  program. 

(20  U.S.C.  1141(a)) 

§  668.8  Six  month  training  program. 

(a)  A  “six  month  training  program”  is 
a  program  which  is  at  least — 

(1)  16  semester  or  trimester  hours  or 
units,  or  24  quarter  hours  or  units,  at  an 
institution  using  credit  hours  or  units  to 
measure  progress; 

(2)  600  clock  hours  of  supervised 
training  at  an  institution  using  clock 
hours  to  measure  progress; 

(3)  600  hours  of  preparation  in  a 
correspondence  program. 

(b)  In  lieu  of  the  credit  or  clock  hour 
requirements  of  paragraphs  (a)(l]  or 
(a)(2)  of  this  section,  the  Secretary  may 
determine  that  an  institution  offers  a 
six-month  training  program  if— 

(1)  The  accrediting  association  that 
accredits  the  institution  certiHes  that  the 
program  offered  by  the  institution  is 
equal  in  course  content  and  student 
work  load  to  the  comparable  clock  or 
credit  hour  program  described  in 
paragraphs  (a)(l]  or  (a)(2)  of  this 
section,  and 

(2)  the  Secretary  determines  that  the 
institution’s  course  content  and  student 
work  load  requirements  support  that 
determination. 

(20  U.S.C.  1088) 

§  668.9  Civil  rights  requirements. 

An  institution  participating  in  any  title 
IV  program  must  comply  with  the 
following  civil  rights  statutes  and 
regulations. 


Subject 

Statute 

Regulation 

Discrimination  on  the 

Title  VI  of  the  Civil 

34  CFR  Part 

basis  of  race. 

Rights  Act  of  1964 

100. 

color  or  natural 
origin. 

Discrimination  on  the 

(42  U.S.C.  2000d 
through  2000d-4). 
Title  IX  of  the 

34  CFR  Part 

basis  of  sex. 

Education 

106. 

Discrimination  on  the 

Amendments  of 
1972  (20  U.S.C. 
1681-1683). 

Section  504  ot  the 

34  CFR  Part 

basis  of  handicap. 

Rehabilitation  Act 

104. 

Discrimination  on  the 
basis  of  age. 

of  1973  (29  U.S.C. 
794). 

The  A9d 

Discrimination  Act 
(42  U.S.C.  6101  et 
sajL). 
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§  668.10  Criminal  penalties. 

Section  490  of  the  Higher  Education 
Act  of  1965  provides  as  follows: 

(a) (1)  Any  person  who  knowingly  and 
willfully  embezzles,  misapplies,  steals, 
or  obtains  by  fraud,  false  statement,  or 
forgery  any  funds,  assets,  or  property 
provided  or  insured  under  any  title  IV 
student  assistance  program  shall  be  * 
fined  not  more  than  $10,000  or 
imprisoned  for  not  more  than  five  years, 
or  both. 

(2)  However  if  the  amount  so 
embezzled,  misapplied,  stolen,  or 
obtained  by  fraud,  false  statement,  or 
forgery  does  not  exceed  $200,  the  fine 
shall  not  be  more  than  $1,000  and 
imprisonment  shall  not  exceed  one  year, 
or  both. 

(b)  Any  person  who  knowingly  and 
willfully  makes  any  false  statement; 
furnishes  any  false  information,  or 
conceals  any  material  information  in 
connection  with  the  assignment  of  a 
loan  which  is  made  or  insured  under  this 
title  shall,  upon  conviction  thereof,  be 
fined  not  more  than  $1,000  or  imprisoned 
not  more  than  one  year,  or  both. 

(c)  Any  person  who  knowingly  and 
willfully  makes  an  unlawful  payment  to 
an  eligible  lender  under  the  GSL  or 
PLUS  programs  as  an  inducement  to 

.make,  or  to  acquire  by  assignment,  a 
loan  insured  under  one  of  those 
programs  shall,  upon  conviction  thereof, 
be  fined  not  more  than  $1,000  or 
imprisoned  not  more  than  one  year,  or 
both. 

(d)  Any  person  who  knowingly  and 
willfully  destroys  or  conceals  any  record 
relating  to  the  provision  of  assistance 
under  any  title  IV  student  assistance 
program  with  intent  to  defraud  the 
United  States  or  to  prevent  the  United 
States  from  enforcing  any  right  obtained 
by  subrogation  under  this  part,  shall, 
upon  conviction  thereof,  be  fined  not 
more  than  $10,000  or  imprisoned  not 
more  than  five  years,  or  both. 

(20  U.S.C.  1097) 

(c)  Subpart  B  is  revised  to  read  as 
follows: 

Subpart  B— Standards  for  Audits, 
Records,  Financial  Responsibility, 
Administrative  Capability  and 
Disposition  of  Refunds 

§  668. 1 1  Scope— Participation  agreement. 

(a)  This  subpart  applies  to  an 
education  institution  that  satisfies  the 
definition  of: 

(1)  A  public  or  private  nonprofit 
institution  of  higher  education  set  forth 
in  §  668.2; 

(2)  A  proprietary  institution  of  higher 
education  set  forth  in  §  668.3: 

(3)  A  postsecondary  vocational 
institution  set  forth  in  §  668.4:  and 


(4)  A  vocation  school  set  forth  in 
section  435(c)  of  the  Higher  Education 
Act. 

(b)  This  subpart/describes  standards 
that  an  institution  referred  to  in 
paragraph  (a)  of  this  section  must  meet 
in  order  to  participate  in  any  title  IV 
student  assistance  program.  These 
standards  concern  the  conduct  of  audits, 
the  maintenance  of  records,  financial 
responsibility,  administrative  capability, 
and  the  distribution  of  institutional 
refunds. 

(c)  Noncompliance  with  these 
provisions  may  subject  an  institution  to 
proceedings  under  Subpart  G.  These 
procedures  may  lead  to  a  fine  or  a 
limitation,  suspension,  or  termination  of 
the  institution’s  eligibility  to  participate 
in  any  or  all  of  the  title  IV  student 
assistance  programs. 

(d)  Institutional  participation 
agreement.  (1)  An  eligible  institution 
must  enter  into  a  written  agreement 
with  the  Secretary,  on  a  form  approved 
by  the  Secretary,  in  order  to  participate 
in  any  of  the  title  IV  student  assistance 
programs  other  than  the  State  Student 
Incentive  Grant  Program. 

(2)  This  agreement  conditions  the 
initial  and  continued  eligibility  of  the 
institution  to  participate  in  the  title  IV 
student  assistance  programs  upon 
compliance  with  the  provisions  of  this 
part  and  the  individual  program 
requirements. 

(20  U.S.C.  1094] 

§  668.12  Audits,  records  and  examination. 

(a)  If  an  institution  participates  in  the 
National  Direct  Student  Loan  (34  CFR 
Part  674),  College  Work-Study  (34  CFR 
Part  675),  Supplemental  Educational 
Opportunity  Grant  (34  CFR  Part  676), 
Guaranteed  Student  Loan  (34  CFR  Part 

682) ,  the  Parent  Loans  for 
Undergraduate  Students  (34  CFR  Part 

683) ,  or  Pell  Grant  (34  CFR  Part  690) 
Programs,  it  shall  comply  with  the 
regulations  for  those  programs 
concerning  (1)  fiscal  and  accounting 
systems,  (2)  biennial  audits  of 
institutional  transactions,  (3)  program 
and  fiscal  recordkeeping,  and  (4)  record 
retention. 

(b) (1)  Any  individual  who  conducts  an 
audit  must  be  sufficiently  independent 
of  those  authorizing  the  expenditure  of 
Federal  funds  to  produce  unbiased 
opinions,  conclusions,  or  judgments.  The 
independence  of  this  individual  shall  be 
judged  by  the  criteria  set  forth  in  part  III. 
chapter  3  of  the  U.S.  General  Accounting 
Office  publication  Standards  for  Audit 
of  Governmental  Organizations, 
Programs,  Activities,  and  Functions. 
Additionally,  auditors  other  than 
employees  of  a  State  or  local 


government  shall  meet  the  qualifications 
criteria  set  forth  in  appendix  I  of  the 
GAO  document.  (These  documents  are 
included  as  Appendices  B  and  C  of  this 
part.) 

(2)  The  institution  must  provide  that 
any  individual  or  firm  conducting  an 
audit  described  in  this  section  shall  give 
the  Education  Department’s  Inspector 
General  or  the  Secretary  access  to 
records  or  other  documents  necessary  to 
review  the  results  of  the  audit. 

(3)  Upon  written  request,  an 
institution  shall  give  the  Secretary 
access  to  all  program  and  fiscal  records, 
including  records  reflecting  transactions 
with  any  financial  institufroh  with  which 
it  deposits  or  has  deposited  any  title  IV 
funds. 

(c)(1)  With  respect  to  each  student 
recipient  of  title  IV  financial  aid,  an 
institution  shall  establish  and  maintain 
on  a  current  basis  records  regarding — 

(1)  The  student’s  admission  to,  and 
enrollment  status  at,  the  institution; 

(ii)  The  program  and  courses  in  which 
the  student  is  enrolled: 

(iii)  Whether — according  to  the 
written  standards  and  practices  of  the 
institution — the  student  is  making 
satisfactory  progress  toward  completion 
of  his  or  her  course  of  study; 

(iv)  Any  refunds  due  or  paid  the 
student; 

(v)  The  student’s  placement  by  the  . 
institution  in  a  job  if  the  institution 
provides  a  placement  service  and  the 
student  uses  that  service;  and 

(vi)  The  student’s  receipt  of  financial 
aid  (see  §  668.14). 

(2) (i)  An  otherwise  eligible  institution 
shall  establish  and  maintain  records 
regarding  the  educational  qualifications 
of  each  regular  student,  whether  or  not 
the  student  receives  title  IV  aid,  which 
are  relevant  to  the  institution. 

(ii)  An  institution  where  only  certain 
programs  have  been  determined  eligible 
shall  establish  and  maintain  records 
regarding  the  admissions  requirements 
and  educational  qualifications  of  each 
regular  student  enrolled  in  the  eligible 
program(s)  whether  or  not  the  student 
received  title  IV  aid. 

(3)  Records  shall  be — 

(i)  Systematically  organized;  and 

(ii)  Readily  available  for  review  by 
the  Secretary  at  the  geographical 
location  where  the  students  will  receive 
their  degrees  or  certificates  of  program 
or  course  completion. 

(20  U.S.C.  1094.) 

§  668. 1 3  Audit  exceptions  and 
repayments. 

(a)(1)  If — as  a  result  of  its  own  audit 
or  an  audit  performed  at  the  direction  of 
the  institution — the  Education 
Department’s  Inspector  General 
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questions  an  expenditure  or  the 
institution's  compliance  with  an 
applicable  requirement,  the  Inspector 
General  notifies  the  Secretary  and  the 
institution  of  the  questioned  expenditure 
or  procedure. 

(2)  If  the  institution  believes  that  the 
questioned  expenditure  or  procedure 
was  proper,  it  shall  notify  the  Secretary 
in  writing  of  its  position  and  the  reasons 
for  its  position. 

(3)  The  institution's  response  must  be 
received  by  the  Secretary  within  35  days 
of  the  date  of  the  audit  agency's 
notification  to  the  institution. 

(b)(1)  Based  on  the  audit  finding  and 
the  institution's  response,  the  Secretary 
determines  the  amount  of  funds 
improperly  spent,  if  any,  and  instructs 
the  institution  as  to  the  manner  or 
repayment. 

(2)  The  institution  shall  repay  those 
funds  within  60  days  of  the  date  of  the 
Secretary's  notification,  unless  the 
Secretary  permits  a  longer  repayment 
period. 

(20  U.S.C.  1094.) 

§  668.14  Financial  aid  transcript. 

(a)(1)  Disbursing  money  only  after 
receiving  a  transcript — general  rule.  If 
informed  by  a  student  that  he  or  she 
attended  another  eligible  institution  on 
at  least  a  half-time  basis,  the  institution 
the  student  is  currently  attending  shall 
not  disburse  any  title  IV  funds  (other 
than  Guaranteed  Student  Loan  and 
Parent  Loans  for  Undergraduate 
Students  checks  where  the  institution  is 
not  the  lender)  to  that  student  before 
obtaining  a  properly  signed  financial  aid 
transcript  from  the  institution  or 
institutions  the  student  previously 
attended,  unless  the  other  institution  or 
institutions  each  indicate,  in  writing  that 
they  are  not  required  to  provide  a 
transcript  under  the  provisions  of 
paragraph  (b)  or  paragraph  (c)(2)  or 

(c) (3)  of  this  section.  The  student's 
current  institution  may  disburse  title  IV 
funds  on  the  basis  of  such  a  written 
notice  or  notices. 

(2)  Limited  exception  to  the  general 
rule.  The  institution  the  student  is 
currently  attending  may  disburse  title  IV 
funds  to  a  student  for  one  payment 
period  if  it  does  not  receive  in  a  timely 
manner  the  requested  transcript  or  a 
written  notice  that  the  transcript  will  not 
be  forthcoming  as  provided  in  paragraph 

(d)  of  this  section. 

(b)  Providing  a  transcript — general 
rule.  (1)  Upon  request,  an  institution 
shall  provide  to  another  institution  a 
financial  aid  transcript  for  a  current  or 
former  student  who  received,  while 
attending  the  institution — 


(1)  A  Pell  Grant  during  the  award 
period  in  which  the  request  for  the 
transcript  is  made; 

(ii)  A  Supplemental  Grant;  or 
(Hi)  A  National  Direct  Student  Loan. 

(2)  The  institution  shall  honor  a 
request  for  a  transcript  from  a  student  or 
the  institution  the  student  is  attending  or 
planning  to  attend. 

(3)  The  institution  shall  provide  the 
transcript  in  a  timely  manner. 

(4)  The  transcript  must  be  signed  by 
an  official  authorized  by  the  institution 
to  sign  such  transcripts. 

(c)  Exceptions  to  the  general  rule  in 
paragraph  (b)  of  this  section.  An 
institution  does  not  have  to  provide  the 
requested  transcript  if — 

(1)  The  subject  student — 

(1)  Is  in  default  on  any  title  IV  loan 
made  or  received  for  attendance  at  that 
institution;  or 

(ii)  Owes  a  refund  on  any  title  FV 
grant  received  for  attendance  at  that 
institution; 

(2)  The  transcript  would  only  include 
information  based  on  records  that  the 
institution  is  no  longer  required  to  keep 
under  the  record  retention  regulations 
referred  to  under  §  668.12(a);  or 

(3)  The  institution  participates  in  the 
Pell  Grant  Program  under  the  Alternate 
Disbursement  System  and  does  not  also 
participate  in  the  Supplemental  Grant  or 
National  Direct  Student  Loan  program  in 
the  award  period  in  which  the  request 
for  the  transcript  is  received. 

(d)  Notifying  the  student’s  new 
institution  in  a  timely  manner  that  the 
transcript  is  not  forthcoming.  If  an 
institution  has  been  requested  to 
provide  a  transcript  but  is  not  required 
to  do  so  according  to  paragraph  (b)  or 
paragraph  (c)  of  this  section,  it  must 
notify  the  student's  new  institution  in 
writing  in  a  timely  manner  that  the 
transcript  will  not  be  forthcoming  and 
specify  the  reason  for  the  refusal. 

(e)  Information  included  in  a  student’s 
financial  aid  transcript.  A  student's 
financial  aid  transcript  shall  include, 
with  respect  to  any  year  for  which  the 
institution  is  required  to  keep  that 
student's  financial  aid  records,  at  least 
the  following  information — 

(1)  The  student's  name  and  social 
security  number, 

(2)  Whether  the  student  received  a 
Supplemental  Grant  in  any  award  year; 

(3)  For  the  award  period  in  which  the 
request  for  the  transcript  is  made, 

(i)  the  student's  Scheduled  Pell  Grant 
and  the  amount  of  Pell  Grant  funds 
disbursed  to  the  student. 

(ii)  The  amount  of  Supplemental 
Grants  disbursed  to  the  student; 

(4)  The  amount  of  National  Direct 
Student  Loans  advanced  to  the  student 
during  each  award  year; 


(5)  Whether  the  student  is  in  default 
on — 

(i)  A  National  Direct  Student  Loan 
made  by  the  institution,  or 

(ii)  A  Guaranteed  Student  Loan  or  a 
Parent  Loan  for  Undergraduate  Students 
the  student  received  for  attendance  at 
the  institution  if  the  institution  is  aware 
of  the  default  status,  and 

(6)  Whether  the  student  owes  a  refund 
on — 

(i)  A  Pell  or  Supplemental  Grant  for 
attendance  at  the  institution,  or 
.  (ii)  A  State  Student  Incentive  Grant 
received  for  attendance  at  the 
institution,  if  the  institution  is  aware 
that  the  student  owes  the  refund. 

(20  U.S.C.  1091, 1094.) 

§  668.15  Factors  of  financial 
responsibility. 

(a)  An  institution  is  Hnancially 
responsible  if  it  is  able  to — 

(1)  Provide  the  educational  services 
stated  in  its  official  publications  and 
statements; 

(2)  Provide  the  administrative 
resources  necessary  to  comply  with  the 
requirements  of  this  subpart;  and 

(3)  Meet  all  its  flnancial  obligations 
including  refunds. 

(b)  The  Secretary  considers  that  an 
institution  is  not  financially  responsible 
if — 

(1)  Under  a  cash  or  accrual  system  of 
accounting,  it — 

(1)  Has  a  history  of  operating  losses, 
or 

(ii)  Had,  for  its  latest  fiscal  year,  a 
deficit  net  worth.  A  deficit  net  worth 
occurs  when  the  institution's  liabilities 
exceed  its  assets;  or 

(2)  Under  an  accrual  system  of 
accounting,  it  had  at  the  end  of  its  latest 
fiscal  year,  a  ratio  of  current  assets  to 
current  liabilities  of  less  than  1:1;  or 

(3)  Under  a  fund  accounting  system  its 
unrestricted  current  or  operating  fund 
reflects  a  history  of  sustained  material 
deficits. 

(c)  The  Secretary  determines  that  an 
institution  is  financially  responsible 
under  paragraphs  (a)  and  (b)  of  this 
section  by  evaluating  documents 
submitted  by  the  institution.  Upon 
request  of  the  Secretary,  the  institution 
must  submit  for  its  latest  complete  fiscal 
year — 

(1)  A  statement  of  profit  and  loss  and 
a  balance  sheet,  or  for  fund  accounting, 
a  fund  statement;  or 

(2)  An  audit  prepared  by  a  State  or 
local  audit  agency  for  a  public 
institution;  or 

(3)  A  certified  audit  prepared  by  a 
certified  or  licensed  public  accountant 
for  a  non-public  institution. 

(d)  The  Secretary  may  determine  that 
an  institution  is  financially  responsible 
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even  though  it  does  not  appear  so  under 
paragraphs  (a),  (b)  and  (c)  of  this 
section.  To  enable  the  Secretary  to  make 
this  determination,  the  Secretary  may 
request  the  institution  to  submit  for  its 
current  fiscal  year — 

(1)  (i)  A  statement  of  profit  and  loss 
and  a  balance  sheet,  or  for  fund 
accounting,  a  fund  statement,  or 

(ii)  An  audit  prepared  by  a  State  or 
local  audit  agency  for  a  public 
institution;  or 

(iii)  A  certified  audit  prepared  by  a 
certified  or  licensed  public  accountant 
for  a  non-public  institution;  and 

(2)  Other  appropriate  documents  that 
will  demonstrate  to  the  Secretary  that  it 
has  sufficient  financial  responsibility 
and  capability  to  continue  to  participate 
in  the  title  IV  programs  in  spite  of  its 
inability  to  meet  the  requirements  of 
paragraphs  (a),  (b),  and  (c)  of  this 
section. 

(e) (1)  The  Secretary  may  require  that 
the  statement  of  profit  and  loss,  balance 
sheet  and  fund  statement  referred  to  in 
paragraphs  (c)(1)  and  (d)(1)  of  this 
section  be  audited  and  certified  by  a 
certified  public  accountant. 

(2)  If  the  Secretary  requires  an 
institution  to  submit  under  paragraphs 

(c)  and  (d)  of  this  section  a  statement  of 
profit  and  loss  a  balance  sheet,  a  fund 
statement  or  an  audit,  the  Secretary  may 
also  require  the  institution  to  submit  the 
accountant’s  notes  for  that  work  which 
must  be  audited  and  certified  by  a 
certified  public  accountant. 

(f) (l)(i)  An  otherwise  eligible 
institution  shall  obtain  and  keep  current 
adequate  iidelity  bond  coverage  in  order 
to  protect  the  Government’s  interest  in 
the  title  IV  funds  it  receives  as  a  trustee. 

(ii)  However,  a  public  institution  that 
is  bonded  by  the  State  against  the  type 
of  losses  described  in  paragraph  (f)(2]  of 
this  section  does  not  have  to  obtain 
additional  fidelity  bond  coverage. 

(2)  A  fidelity  bond  indemnifies  the 
holder  against  losses  resulting  from 
fraud  of  lack  of  integrity,  honesty,  or 
fidelity  of  one  or  more  of  its  employees 
or  officers. 

(3)  Any  bond  required  under  this 
paragraph  shall  be  obtained  from 
companies  holding  certificates  of 
authority  as  acceptable  sureties  (31  CFR 
Part  223).  A  list  of  these  companies  is 
published  annually  by  the  Department 
of  the  Treasury  in  its  Circular  570. 

(20  U.S.C.  1094.) 

§  668.16  Standards  of  administrative 
capability. 

To  participate  in  a  title  IV  student 
financial  aid  program,  an  institution 
must  be  able  to  adequately  administer 
those  programs.  The  Secretary  considers 
an  institution  to  have  that  capability  if  it 


establishes  and  maintains  required 
student  and  financial  records  and  if  it — 

(a)  Designates  a  capable  individual  to 
be  responsible  for — 

(1)  Administering  all  the  title  IV 
student  assistance  programs  in  which  it 
participates,  and 

(2)  Coordinating  the  title  IV  programs 
with  the  institution’s  other  Federal  and 
non-Federal  programs  of  student 
financial  assistance; 

(b)  Communicates  to  the  individual 
designated  to  be  responsible  for 
administering  title  IV  programs,  all  the 
information  received  by  any 
institutional  office  that  bears  on  a 
student’s  title  IV  eligibility. 

(c)  Uses  an  adequate  number  of 
qualified  persons  to  administer  those 
programs.  In  determining  whether  an 
institution  uses  an  adequate  number  of 
qualified  persons,  the  Secretary 
considers  the  number  of  students  aided, 
the  number  and  types  of  programs  in 
which  the  institution  participates,  the 
number  of  applications  evaluated,  the 
amount  of  funds  administered,  and  the 
financial  aid  delivery  system  used  by 
the  institution; 

(d) (1)  Administers  title  IV  programs 
with  adequate  checks  and  balances  in 
its  system  of  internal  controls,  and 

(2)  Divides  the  functions  of 
authorizing  payments  and  disbursing 
funds  so  that  no  office  has  responsibility 
for  both  functions  with  respect  to  any 
particular  student  aided  under  the 
programs; 

(e)  Establishes,  publishes,  and  applies, 
reasonable  standards  for  measuring 
whether  a  student  receiving  aid  under 
any  title  IV  program  is  maintaining 
satisfactory  progress  in  his  or  her  course 
of  study; 

(f)  Develops  an  adequate  system  to 
verify  the  consistency  of  the  information 
it  receives  from  difierent  sources  with 
respect  to  a  student’s  application  for 
financial  aid  under  title  IV  programs.  In 
determining  whether  the  institution  has 
an  adequate  verification  system,  the 
Secretary  considers  whether  the 
institution  reviews — 

(1)  All  student  aid  applications,  need 
analysis  documents,  statements  of 
educational  purpose,  and  eligibility 
notification  documents  presented  by  or 
on  behalf  of  each  applicant, 

(2)  Any  documents,  including  any 
copies  of  State  and  Federal  Income  Tax 
returns,  that  are  normally  collected  by 
the  institution  to  validate  information 
received  from  other  sources,  and 

(3)  Any  other  information  normally 
available  to  the  institution  regarding  a 
student’s  citizenship,  previous 
educational  experience  or  other  factors 
relating  to  the  student’s  eligibility  for 
title  IV  funds;  and 


(g)  Provides  adequate  financial  aid 
counseling  to  eligible  students  who 
apply  for  title  IV  aid.  In  determining 
whether  an  institution  provides 
adequate  counseling,  the  Secretary 
considers  whether  its  counseling 
includes  information  regarding — 

(1)  The  source  and  amount  of  each 
type  of  aid  offered. 

(2)  The  method  by  which  aid  is 
determined  and  disbursed  or  applied  to 
a  student's  account,  and 

(3)  The  rights  and  responsibilities  of 
the  student  with  respect  to  enrollment  at 
the  institution  and  receipt  of  financial 
aid.  This  information  includes  the 
institution’s  refund  policy,  its  standards 
of  satisfactory  progress,  and  other 
conditions  that  may  alter  the  student’s 
aid  package. 

(20  U.S.C.  1094.) 

§  668.17  Additional  factors  for  evaluating 
administrative  capability  and  financial 
responsibility. 

(a)  The  Secretary  considers  that  loan 
default  and  withdrawal  rates  may 
impair  an  institution’s  capability  of 
properly  administering  student  financial 
aid  programs  authorized  under  title  IV 
if— 

(1)  The  default  rate  on  Guaranteed 
Student  Loans,  Parent  Loans  for 
Undergraduate  Students  or  National 
Direct  Student  Loans  made  to  students 
for  attendance  at  that  institution 
exceeds  20  percent  of  the  principal  of  all 
those  loans  that  have  reached  the 
repayment  period;  or 

(2)  For  an  institution  that  has  a 
common  academic  year  for  a  majority  of 
its  students,  more  than  33  percent  of  the 
-regular  students  who  are  enrolled  at  the 
beginning  of  an  academic  year 
withdraw  from  enrollment  at  that 
institution  during  that  academic  year;  or 

(8)  For  an  institution  which  does  not 
have  a  common  academic  year  for  a 
majority  of  its  students,  more  than  33 
percent  of  the  regular  students  enrolled 
at  the  beginning  of  any  8-month  period 
withdraw  during  that  period. 

(b) (1)  If  the  default  or  withdrawal 
rates  for  an  institution  are  as  high  as  or 
higher  than  the  rates  set  forth  in 
paragraph  (a),  of  this  section  and  the 
Secretary  believes  that  these  rates 
impair  the  institution’s  administrative 
capability,  the  Secretary  may  require  the 
institution  to  submit  for  its  latest 
complete  fiscal  year  a  profit  and  loss 
statement,  balance  sheet  or  audit. 

(2)  An  audit  must  be — 

(i)  Prepared  by  a  State  or  local  audit 
agency  for  a  public  institution,  or 

(ii)  Prepared  by  a  certified  public 
accountant  or  licensed  public 
accountant  for  a  nonpublic  institution; 
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(3)  The  date  of  the  statement’s 
preparation  shall  be  within  12  months  of 
the  date  of  the  Secretary’s  request. 

(c)  The  Secretary  may  require  that  the 
profit  and  loss  statement  and  balance 
sheet  referred  to  in  paragraph  (b)(1)  of 
this  section  be  audited  and  certified  by 
a  certified  public  accountant. 

(d) (1)  If  the  Secretary  determines  that 
the  loan  default  or  withdrawal  rates  for 
an  institution  impairs  its  capability  to 
administer  any  financial  aid  program 
authorized  under  title  IV,  the  Secretary 
requires  the  institution  to  take 
reasonable  and  appropriate  measures  to 
alleviate  those  conditions  as  a 
requirement  for  its  continued 
participation  in  those  programs. 

(2)  Before  initiating  that  action,  the 
Secretary  informs  the  institution  of  the 
findings  and  provides  it  at  least  35  days 
to  respond. 

(3)  The  institution  may  respond  by — 

(i)  Demonstrating  that  the  conditions 
do  not  have  an  adverse  effect  on  the 
administration  of  the  programs,  or 

(ii)  Submitting  a  plan  of  the  action  it 
will  take  to  alleviate  those  conditions. 
(20  U.S.C.  1094) 

§668.18  Change  in  ownership  or  control. 

(a)  An  eligible  institution,  or  a 
previously  eligible  institution  that 
participated  in  any  title  IV  student 
assistance  program,  that  changes 
ownership  resulting  in  a  change  in 
control  is  not  considered  by  the 
Secretary  to  be  the  same  institution 
unless — 

(1)  The  new  owner  agrees  to  be  liable, 
or  the  old  and  new  owners  agree  to  be 
jointly  and  severally  liable,  for  all 
improperly  spent  title  IV  funds  provided 
to  the  institution  before  the  effective 
date  of  the  change: 

(2)  The  new  owner  agrees — 

(i)  To  abide  by  the  institution’s  refund 
policy  in  effect  before  the  effective  date 
of  the  change  for  students  who  were 
enrolled  before  the  effective  date,  and 

(ii)  To  honor  all  student  enrollment 
contracts  that  were  signed  by  the 
institution  before  the  effective  date  of 
the  change;  and 

(3)  The  institution  submits  individual 
statements  for  both  new  and  former 
owners  listing  their  assets,  liabilities, 
and  net  worth,  and  either — 

(i)  A  profit  and  loss  statement  and 
balance  sheet  for  the  institution’s  latest 
complete  fiscal  year,  or 

(ii)  An  audit  for  the  institution’s  latest 
complete  fiscal  year  prepared  by  a 
certified  or  licensed  public  accountant; 
and 

(4)  The  institution  submits  additional 
financial  documents  if  requested  by  the 
Secretary  because  the  financial 
information  provided  in  subparagraph 


(3)  of  this  paragraph  is  insufficient. 

(b)  The  Secretary  may  require  that  the 
statements  provided  in  paragraphs 

(a)(3)(i)  and  (a)(3)(ii]  of  this  section  be 
audited  and  certified  by  a  certified  > 
public  accountant. 

(c)  For  purposes  of  this  subpart, 

"change  in  ownership  that  results  in  a  * 
change  in  control,”  means  any  action  by 
which  a  person  or  corporation  obtains 
authority  to  control  the  actions  of  an 
institution.  These  actions  may  include, 
but  are  not  limited  to — 

(1)  The  transfer  of  the  controlling 
interest  of  stock  of  an  institution  to  its 
parent  corporation; 

(2)  *1110  merger  of  two  or  more 
institutions: 

(3)  The  division  of  one  institution  into 
two  or  more  institutions; 

(4)  The  transfer  of  the  assets  of  an 
institution  to  its  parent  corporation;  or 

(5)  The  transfer  of  the  liabilities  of  an 
institution  to  its  parent  corporation. 

(20  U.S.C.  1094) 

§  668.19  Contracting  for  educational 
programs  or  courses. 

(a)  An  institution  may,  without  losing 
its  eligibility  to  participate  in  any  title  IV 
student  assistance  program,  enter  into  a 
written  contract  or  agreement  to  have  a 
portion  of  its  educational  programs 
provided  by  another  institution,  school, 
or  organization  if  the  written  contract  or 
agreement  satisfies  the  requirements  of 
paragraphs  (b)  and  (c)  of  this  section. 

(b)  The  otherwise  eligible  institution 
must  give  credit  to  students  in  the 
contracted  portion  portion  of  the 
program  on  the  same  basis  as  if  it 
provided  the  portion  of  the  program 
itself. 

(c)  The  otherwise  eligible  institution 
must  enter  into  a  contract  with — 

(1)  Another  eligible  institution;  or 

(2)  An  ineligible  institution,  school  or 
organization  if: 

(i)  The  contracted  portion  of  the 
program  does  not  exceed  25  percent  of 
the  student's  total  program  of  study;  or 

(ii)  The  otherwise  eligible  institution’s 
accrediting  agency,  or  State  agency  for 
the  approval  of  public  postsecondary 
vocational  education,  determines  that  its 
contractual  arrangement  meets  the 
agency’s  standards  for  contracting  for 
educational  services. 

(20  U.S.C.  1094.) 

§  668.20  institutions  stop  providing 
educational  instruction— loss  of  eligibility. 

(a)  When  an  institution  stops 
providing  educational  instruction  or 
loses  eligibility  it  shall — 

(1)  Notify  the  Secretary  of  that  fact; 

(2)  Refund  to  the  Federal  government, 
or  otherwise  dispose  of  by  instructions 
from  the  Secretary,  any  unobligated  title 
IV  funds  it  has  received,  except — 


(i)  Those  funds  it  has  committed  but 
not  yet  paid  to  students  in  that  payment 
period,  and 

(ii)  Its  administrative  allowance,  if 
applicable; 

(3)  Submit  to  the  Secretary  within  45 
days  after  the  elective  date  of  closing 
or  loss  of  eligibility — 

(1)  All  financial,  performance,  and 
other  reports  required  by  each 
appropriate  title  IV  program  regulation, 
and 

(ii)  An  audit  of  all  title  IV  funds  it 
received: 

(4)  Inform  the  Secretary  of  the 
arrangements  it  has  made  for  the  proper 
retention  and  storage  of  all  records 
concerning  the  administration  of  title  IV 
programs.  ’These  records  must  be 
retained  for  a  minimum  of  five  years; 

(5)  Inform  the  Secretary  of  how  it  will 
provide  for  the  collection  of  any 
outstanding  title  IV  student  loans;  and 

(6)  Make  refunds  of  unearned  tuition 
and  fees  according  to  §  668.21  of  this 
subpart. 

(20  U.S.C.  1094.) 

§  668.21  Distribution  formula  for 
institutional  refunds  and  repayments  of 
cash  disbursements  made  directly  to  the 
student. 

(a)  Institutional  refunds  to  title  IV 
programs.  (1)  If  a  refund  is  due  to  a 
student  under  the  institution’s  refund 
policy  and  the  student  received  financial 
aid  under  any  title  IV  student  financial 
aid  program  other  than  the  College 
Work-Study  Program,  a  portion  of  the 
refund  shall  be  returned  to  the  title  IV 
student  assistance  program(s]. 

(2)  Except  as  provided  in  paragraph 
(a)(3)  of  this  section  the  institution  shall 
multiply  the  institutional  refund  by  the 
following  fraction  to  determine  the 
portion  of  the  refund  to  be  retunied  to 
the  title  IV  program(s): 

total  amount  of  title  IV  aid  (exclusive  of  work 
earnings)  awarded  for  the  payment  period 

total  amount  of  aid  (exclusive  of  work 
earnings)  awarded  for  the  payment  period 

(3)  If  a  student  has  received  Pell  Grant 
funds  at  the  institution  under  the 
Alternate  Disbursement  System, 

(i)  The  institution  shall  use  the 
following  fraction  in  lieu  of  the  fraction 
in  paragraph  (a)(2)  of  this  section  to 
determine  the  portion  of  the  refund  to  be 
returned  to  the  title  IV  programs  (other 
than  the  Pell  Grant  program.) 

total  amount  of  title  IV  aid  (exclusive  of  work 
earnings  and  Pell  Grant  funds)  awarded  for 
the  payment  period 

total  amount  of  aid  (exclusive  of  work 
earnings  and  Pell  Grant  funds)  awarded  for 
the  payment  period 
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(ii)  the  institution  shall  notify  the 
Secretary  of  the  amount  of  money  that  it 
is  returning  to  the  title  IV  program 
according  to  paragraph  (aj(3)(i)  of  this 
section. 

(b)  Distribution  among  the  title  IV 
programs.  (1)  The  institution  shall 
develop  written  policies  allocating  the 
title  IV  portion  of  the  refund  to  the 
various  title  IV  programs  from  which  the 
student  received  aid.  These  policies 
shall  be  applied  on  a  consistent  basis  to 
all  students  receiving  title  IV  funds. 

(2)  The  portion  of  a  refund  allocated 
to  a  program  may  not  exceed  the 
amount  a  student  received  from  that 
program. 

(3)  As  provided  in  34  CFR  682.610  of 
the  Guaranteed  Student  Loan  Program 
regulations  and  34  CFR  683.85  of  the 
Parent  Loans  for  Undergraduate 
Students  Program  regulations,  the 
institution  shall  return  to  the  student's 
lender  any  portion  of  a  refund  which  is 
allocable  to  a  loan  made  under  the 
Guaranteed  Student  Loan  Program  or 
the  Parent  Loans  for  Undergraduate 
Students  Program. 

(c)  Distribution  of  repayments  of  cash 
disbursements  made  directly  to  the 
student  for  non-institutional  costs.  (1) 
Any  cash  that  an  institution  disbursed 
to  a  student  for  a  payment  period  under 
any  title  IV  program  other  than  the 
College  Work-Study,  Guaranteed 
Student  Loan  or  Parent  Loans  for 
Undergraduate  Students  Program 
becomes  an  overpayment  if  before  the 
first  day  of  classes  of  that  payment 
period  the  student  officially  withdraws, 
drops  out.  or  is  expelled. 

(2)  An  institution  shall  determine, 
under  paragraph  (c)(3)  of  this  section, 
whether  any  cash  it  disbursed  to  a 
student  for  a  payment  period  under  any 
title  IV  program  other  than  the  College 
Work-Study,  Guaranteed  Student  Loan 
or  Parent  Loans  for  Undergraduate 
Students  program  amounts  to  an 
overpayment  if  the  student  withdraws, 
drops  out,  or  is  expelled  on  or  after  the 
first  day  of  classes  of  that  payment 
period. 

(3)  In  determining  whether  a  student 
received  an  overpayment  for  purposes 
of  paragraph  (c)(2)  of  this  section,  and 
the  amount  of  that  overpayment,  the 
institution  shall  subtract  from  the  cash 
disbursed  to  the  student  for  non- 
institutional  costs,  the  non-institutional 
costs  that  were  to  be  paid  by  the 
disbursement  for  the  portion  of  the 
payment  period  during  which  the 
student  was  enrolled.  Non-institutional 
educational  costs  may  include,  but  are 
not  limited  to,  room  and  board  (if  not 
contracted  for  with  the  institution). 


books  and  supplies,  transportation  and 
miscellaneous  expenses. 

(4)  If  a  student  drops  out,  the 
institution  shall  use  the  last  recorded 
day  of  class  attendance  by  the  student 
as  the  end  of  the  student's  enrollment. 
However,  if  it  is  unable  to  document  the 
student’s  last  day  of  attendance,  any 
cash  it  disbursed  to  that  student  for  that 
payment  period  is  an  overpayment. 

(5)  The  institution  shall  multiply  the 
overpayment  by  the  following  fraction 
to  determine  the  portion  of  the 
overpayment  to  be  returned  to  the  title 
IV  program(s): 

total  amount  of  title  IV  aid  (exclusive  of  work 
earnings  and  GSL  and  PLUS  loans)  awarded 
for  the  payment  period — 

total  amount  of  aid  (exclusive  of  work 
earnings  and  GSL  and  PLUS  loans)  awarded 
for  the  payment  period 

(d)  Distribution  among  the  title  IV 
programs.  (1)  The  institution  shall 
develop  written  policies  allocating  the 
title  IV  portion  of  the  overpayment 
owed  by  the  student  to  the  various  title 
IV  programs  from  which  the  student 
received  aid.  These  policies  shall  be 
applied  on  a  consistent  basis  to  all 
students  receiving  title  IV  aid. 

(20  U.S.C.  1094) 

§  666.22  Federal  interest  in  title  IV  student 
assistance  program  funds. 

(a)  Except  for  funds  received  for  the 
administrative  cost  allowance,  funds 
received  by  an  institution  under — 

(1)  The  Pell  Grant  Program  (Regular 
Disbursement  System), 

(2)  The  Supplemental  Educational 
Opportunity  Grant  Program, 

(3)  The  College  Work-Study  Program, 
and 

(4)  The  National  Direct  Student  Loan 
Program,  are  held  in  trust  for  the 
intended  student  beneficiaries.  The 
institution,  as  a  trustee  of  Federal  funds, 
may  not  use  or  hypothecate  (i.e.,  use  as 
collateral)  title  IV  funds  for  any  other 
purpose. 

(b)  An  institution’s  administrative  cost 
allowance  is  established  for  the  Pell 
Grant  Program,  the  Supplemental 
Educational  Opportunity  Grant  Program, 
the  College  Work-Study  Program,  and 
the  National  Direct  Student  Loan 
Program  by  section  489  of  the  Higher 
Education  Act  of  1965. 

(20  U.S.C.  1070  et  seq.;  20  U.S.C.  1096) 

(d)  Subpart  C  is  added  to  read  as 
follows: 


Subpart  C— Student  Consumer 
Information  Services 
§  668.31  Scope. 

Each  institution  participating  in  any 
student  financial  assistance  program 
authorized  under  title  IV  of  the  Higher 
Education  Act,  including  the  Pell  Grant 
Program  under  the  Alternate 
Disbursement  System  (ADS),  shall 
disseminate  to  all  enrolled  students,  and 
to  prospective  Students  upon  request 
through  appropriate  publications  and 
mailings,  information  concerning — 

(a)  The  institution  (see§  668.35)  and 

(b)  Any  student  financial  assistance 
available  to  students  enrolled  in  the 
institution  (see  §  668.34). 

(20  U.S.C.  1092). 

§  668.32  Definitions. 

As  used  in  this  subpart; 

Act  means  Title  IV  of  the  Higher 
Education  Act  (HEA)  of  1965,  as 
amended. 

Award  year  means  the  period  of  time 
between  July  1  of  one  year  and  June  30 
of  the,  following  year. 

Prospective  student  means  any 
individual  who  has  contacted  an 
institution  participating  in  a  title  IV 
student  financial  assistance  program  for 
the  purpose  of  requesting  information 
concerning  admission  to  the  institution. 
(20  U.S.C.  1092). 

§  668.33  Preparation  and  dissemination  of 
materials. 

For  each  award  year  in  which  it 
participates  in  a  title  IV  student 
assistance  program,  an  institution 
shall — 

(a)  If  necessary,  prepare  and  publish 
material  covering  the  topics  set  forth  in 
§  668.34  and  §  668.35, 

(b)  Make  such  material  available 
through  appropriate  publications  and 
mailings  to — 

(1)  All  currently  enrolled  students, 
and 

(2)  Any  prospective  student  upon 
request  of  that  student. 

(20  U.S.C.  1092). 

§  668.34  Financial  assistance  information. 

(a)(1)  The  information  on  financial 
assistance  that  the  institution  must 
publish  and  make  readily  available  to 
current  and  prospective  students  shall 
include,  but  is  not  limited  to,  a 
description  of  all  the  Federal,  State, 
local,  private  and  institutional  student 
financial  assistance  programs  available 
to  students  who  enroll  at  that  institution. 

(2)  These  programs  include  both  need- 
based  and  non-need-based  programs. 

(3)  The  institution  may  describe  its 
own  financial  assistance  programs  by 
listing  them  in  general  categories. 
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(b)  For  each  program  discussed  in 
paragraph  (a)  of  this  section,  the 
information  provided  by  the  institution 
shall  describe — 

(i)  The  procedures  and  forms  by 
which  students  apply  for  assistance, 

(ii)  The  student  eligibility 
requirements, 

(iii)  The  criteria  for  selecting 
recipients  from  the  group  of  eligible 
applicants,  and 

(iv)  The  criteria  for  determining  the 
amount  of  a  student's  award; 

(c)  The  institution  shall  describe  the 
rights  and  responsibilities  of  students 
receiving  financial  assistance  and 
specifically  assistance  under  the  Pell 
Grant,  Supplement;  1  Educational 
Opportunity  Grant,  State  Student 
Incentive  Grant,  College  Work-Study, 
National  Direct  Student  Loan, 

Guaranteed  Student  Loan,  and  Parent 
Loans  for  Undergraduate  Students 
Programs.  This  description  shall  include 
specific  information  regarding — 

(1)  Criteria  for  continued  student 
eligibility  under  each  program; 

(2) (i)  Standards  which  the  student 
must  maintain  in  order  to  be  considered 
to  be  making  satisfactory  academic 
progress  in  his  or  her  course  of  study  for 
the  purpose  of  receiving  financial 
assistance  payments,  and 

(ii)  Criteria  by  which  the  student  who 
has  failed  to  maintain  satisfactory 
academic  progress  may  re-establish  his 
or  her  eligibility  for  financial  assistance 
payments; 

(3)  The  method  by  which  financial 
assistance  payments  will  be  made  to  the 
student  and  the  frequency  of  such 
payments; 

(4)  The  terms  of  any  loan  received  by 
a  student  as  part  of  the  student's 
financial  assistance  package,  a  sample 
loan  repayment  schedule  for  sample 
loans  and  the  necessity  for  repaying 
loans;  and 

(5)  The  general  conditions  and  terms 
applicable  to  any  employment  provided 
to  a  student  as  part  of  the  student’s 
financial  assistance  package. 

(20  U.S.C.  1092). 

§  668.35  Institutional  information. 

(a)  The  institutional  information  that 
the  institution  must  publish  and  make 
readily  available  to  current  and 
prospective  students  shall  include,  but  is 
not  limited  to  information  on  the 
following  subjects: 

(1)  The  cost  of  attending  the 
institution,  including — 

(i)  Tuition  and  fees  charged  to  full¬ 
time  and  part-time  students; 

(ii)  Estimates  of  necessary  books  and 
supplies; 

(iii)  Estimates  of  typical  charges  for 
room  and  board; 


(iv)  Transportation  costs  for 
commuting  students  or  for  students 
living  on  or  off-campus,  and 

(v)  Any  additional  cost  of  a  program 
in  which  the  student  is  enrolled  or 
expresses  a  specific  interest; 

(2)  A  statement  of  the  refund  policy  of 
the  institution  for  the  return  of  unearned 
tuition  and  fees  or  other  refundable 
portion  of  costs  paid  to  the  institution; 

(3)  A  statement  of  the  institution’s 
policies  regarding  any  refund  due  to  the 
title  IV  student  assistance  programs  as 
required  by  §  668.21; 

(4)  The  academic  program  of  the 
institution,  including — 

(i)  The  current  degree  programs  and 
other  educational  and  training  programs, 

(ii)  The  instructional,  laboratory,  and 
other  physical  facilities  which  relate  to 
the  academic  program;  and 

(iii)  The  institution’s  faculty  and  other 
instructional  personnel; 

(5)  The  names  of  associations, 
agencies  or  governmental  bodies  which 
accredit,  approve  or  license  the 
institution  and  its  programs  and  the 
procedures  by  which  the  documents 
describing  that  activity  may  be 
reviewed  under  paragraph  (b)  of  this 
section. 

(6)  A  description  of  any  special 
facilities  and  services  available  to 
handicapped  students: 

(7)  A  discussion  of  whether 
instructional  or  other  physical  facilities 
are  readily  accessible  by  handicapped 
students;  and 

(8)  The  titles  of  persons  designated 
under  |  668.36  and  information 
regarding  how  and  where  such  persons 
may  be  contacted. 

(b)  The  institution  shall  make 
available  for  review  to  any  current  or 
prospective  student,  upon  request,  a 
copy  of  the  documents  describing  the 
institution’s  accreditation,  approval  or 
licensing. 

(20  U.S.C.  1092) 

§  668.36  Availability  of  employees  for 
information  dissemination  purposes. 

(a)  Availability,  (1)  Except  as 
provided  in  paragraph  (b)  of  this  section, 
each  institution  shall  designate  an 
employee  or  group  of  employees  who 
shall  be  available  on  a  full-time  basis  to 
assist  current  students  or  prospective 
students  in  obtaining  the  information 
specified  in  §  668.34  and  §  668.35. 

(2)  If  the  institution  designates  one 
person,  that  person  shall  be  available, 
upon  reasonable  notice,  to  any  current 
or  prospective  students  throughout  the 
normal  working  hours  of  that  institution, 

(3)  If  more  than  one  person  is 
designated,  their  combined  work 
schedules  shall  be  arranged  so  that  at 
least  one  of  them  is  available,  upon 


reasonable  notice,  throughout  the 
normal  administrative  working  hours  of 
that  institution. 

(b)  Waiver.  (1)  The  Secretary  may 
waive  the  requirement  that  the 
employee  or  group  of  employees 
designated  under  paragraph  (a)  of  this 
section  be  available  on  a  full-time  basis 
if  the  institution’s  total  enrollment,  or 
the  portion  of  the  enrollment 
participating  in  any  title  IV  student 
assistance  program,  is  too  small  to 
necessitate  an  employee  or  group  of 
employees  being  available  on  a  full-time 
basis. 

(2)  In  determining  whether  an 
institution’s  total  enrollment  or  the 
number  of  title  IV  recipients  is  too  small, 
the  Secretary  will  consider  whether 
there  will  be  an  insufficient  demand  for 
information  dissemination  services 
among  its  current  students  or 
prospective  students  to  necessitate  the 
full-time  availability  of  an  employee  or 
group  of  employees. 

(3)  To  receive  a  waiver,  the  institution 
must  apply  to  the  Secretary  at  the  time 
and  in  the  manner  prescribed  by  the 
Secretary. 

(c)  The  granting  of  a  waiver  under 
paragraph  (b)  of  this  section  does  not 
exempt  an  institution  from  designating  a 
specific  employee  or  group  of  employees 
to  carry  out  on  a  part-time  basis  the 
information  dissemination  requirements. 
(20  U.S.C.  1092) 

(e)  Subparts  D  and  E  are  reserved. 

(f)  Subpart  C  is  redesignated  as 
Subpart  F  and  is  revised  to  read  as 
follows: 

Subpart  F— Misrepresentation 

§  668.6 1  Scope 

(a)  This  subpart  applies  to  an 
institution  listed  in  §  668.11(a)  of  these 
regulations. 

(b)  This  subpart  establishes  the 
standards  and  rules  by  which  the 
Secretary  may  initiate  a  fine  or 
suspension  or  termination  proceedings 
against  an  otherwise  eligible  institution 
for  any  substantial  misrepresentation 
made  by  that  institution  regarding  the 
nature  of  its  educational  program,  its 
financial  charges,  or  the  employability 
of  its  graduates. 

(20  U.S.C  1094) 

§  668.62  Special  definitions. 

“Misrepresentation”  means  any  false, 
erroneous,  or  misleading  statement  an 
otherwise  eligible  institution  makes  to  a 
student  enrolled  at  the  institution,  to  any 
prospective  student,  to  the  family  of  an 
enrolled  or  prospective  student,  or  to  the 
Secretary. 
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“Prospective  student”  means  any 
individual  who  has  contacted  an 
otherwise  eligible  institution  for  the 
purpose  of  requesting  information  about 
enrolling  at  the  institution  or  who  has 
been  contacted  directly  by  the 
institution— or  indirectly  through 
general  advertising — about  enrolling  at 
the  institution. 

"Substantial  misrepresentation" 
means  any  misrepresentation  on  which 
the  person  to  whom  it  was  made  could 
reasonably  be  expected  to  rely,  or  has 
reasonably  relied,  to  that  person’s 
detriment. 

(20  U.S.C.  1094) 

§  668.63  Nature  of  educational  program. 

Misrepresentation  by  an  institution  of 
the  nature  of  its  educational  program 
includes,  but  is  not  limited  to,  false, 
erroneous,  or  misleading  statements 
concerning — 

(a)  The  particular  type(s),  specific 
source(s),  nature,  and  extent  of  its 
accreditation; 

(b)  Whether  a  student  may  transfer 
course  credits  earned  at  the  institution 
to  any  other  institution; 

(c)  Whether  successful  completion  of 
a  course  of  instruction  qualifies  a 
student  for — 

(1)  Acceptance  into  a  labor  union  or 
similar  organization,  or 

(2)  Receipt  of  a  local.  State,  or  Federal 
license  or  nongovernmental  certification 
required  as  a  precondition  for 
employment  or  to  perform  certain 
functions; 

(d)  Whether  its  courses  are 
recommended — 

(1)  By  vocational  counselors,  high 
schools,  or  employment  agencies,  or 

(2)  By  government  for  government 
employment; 

(e)  Its  size,  location,  facilities,  or 
equipment; 

(f)  The  availability,  frequency,  and 
appropriateness  of  its  courses  and 
programs  to  the  employment  objectives 
that  it  states  its  programs  are  designed 
to  meet; 

(g)  The  nature,  age,  and  availability  of 
its  training  devices  of  equipment  and 
their  appropriateness  to  the  employment 
objectives  that  it  states  its  programs  and 
courses  are  designed  to  meet; 

(h)  The  number,  availability,  and 
qualifications,  including  the  training  and 
experience,  of  its  faculty  and  other 
personnel; 

(i)  The  availability  of  part-time 
employment  or  other  forms  of  financial 
assistance; 

(j)  The  nature  and  availability  of  any 
tutorial  or  specialized  instruction, 
guidance,  and  counseling,  or  other 
supplementary  assistance  it  will  provide 


its  students  before,  during,  or  after  the 
completion  of  a  course;  or 

(k)  The  nature  or  extent  of  any 
prerequisities  established  for  enrollment 
in  any  course. 

(20  U.S.C.  1094) 

§  668.64  Nature  of  financial  charges. 

Misrepresentation  by  an  institution  of 
the  nature  of  its  financial  charges 
includes,  but  is  not  limited  to,  false, 
erroneous,  or  misleading  statements 
concerning — 

(a)  Offers  of  scholarships  to  pay  all  or 
part  of  a  course  charge,  unless  a 
scholarship  is  actually  used  to  reduce 
tuition  charges  made  known  to  the 
student  in  advance.  The  charges  made 
known  to  the  student  in  advance  are  the 
charges  applied  to  all  students  not 
receiving  a  scholarship;  or 

(b)  Whether  a  particular  charge  is  the 
customary  charge  at  the  institution  for  a 
course. 

(20  U.S.C.  1094) 

§  668.65  Employability  of  graduates. 

Misrepresentation  by  an  institution 
regarding  the  employability  of  its 
graduates  includes,  but  is  not  limited  to. 
false,  erroneous,  or  misleading 
statements — 

(a)  That  the  institution  is  connected 
with  any  organization  or  is  an 
employment  agency  or  other  agency 
providing  authorized  training  leading 
directly  to  employment; 

(b)  That  the  institution  maintains  a 
placement  service  for  graduates  or  will 
otherwise  secure  or  assist  its  graduates 
to  obtain  employment,  unless  it  provides 
the  student  with  a  clear  and  accurate 
description  of  the  extent  and  nature  of 
this  service  or  assistance;  or 

(c)  Concerning  Government  job 
market  statistics  in  relation  to  the 
potential  placement  of  its  graduates. 

(20  U.S.C.  1094) 

§  668.66  Endorsements  and  testimonials. 

The  Secretary  views  as 
misrepresentation  endorsements  and 
testimonials  that  are  not  given 
voluntarily  or  do  not  describe  current 
practices  and  conditions  of  an 
institution. 

(20  U.S.C.  1094) 

§  668.67  Procedures. 

(a)  On  receipt  of  a  written  allegation 
or  complaint  from  a  student,  prospective 
student,  the  family  of  a  student  or 
prospective  student,  or  a  governmental 
official,  the  designated  ED  official,  as 
defined  in  Subpart  G,  reviews  the 
allegation  or  complaint  to  determine  its 
factual  base  and  seriousness. 


(b)  If  the  misrepresentation  is  minor 
and  can  be  readily  corrected,  the 
designated  ED  official  informs  the 
institution  and  endeavors  to  obtain  an 
informal,  voluntary  correction. 

(c)  If  the  designated  ED  official  finds 
that  the  complaint  or  allegation  is  a 
substantial  misrepresentation  as  to  the 
nature  of  the  educational  programs,  the 
financial  charges  of  the  institution,  or 
the  employability  of  its  graduates,  the 
official — 

(1)  Initiates  action  to  Hne  or  to  limit, 
suspend,  or  terminate  the  institution’s 
eligibility  according  to  the  procedure  set 
forth  in  subpart  G,  or 

(2)  Takes  other  appropriate  action. 

(20  U.S.C.  1094) 

(g)  Subpart  H  is  redesignated  as 
Subpart  G  and  is  revised  to  read  as 
follows: 

Subpart  G— Fine,  Limitation, 
Suspension  and  Termination 
Proceedings 

§  668.71  Scope. 

(a)  This  subpart  establishes  rules  for 
the  imposition  of  a  fine  upon,  or  for  the 
suspension,  limitation  or  termination  of, 
an  otherwise  eligible  institution’s 
participation  in  any  or  all  of  the  title  IV 
student  assistance  programs. 

(b)  These  rules  apply  to  an  institution 
which  violates  any  title  IV  statutory 
provision,  or  any  regulation,  special 
arrangement,  agreement  or  limitation 
prescribed  under  authority  of  title  IV. 

(c)  This  subpart  does  not  apply  to  a 
determination  that — 

(1)  An  institution  of  higher  education 
fails  to  meet  the  statutory  definition  set 
forth  in  sections  435,  481  or  1201  of  the 
Higher  Education  Act; 

(2)  A  vocational  school  fails  to  meet 
the  statutory  definition  set  forth  in 
Section  435(c)  of  the  Act;  or 

(3)  An  institution  fails  to  qualify  for 
certification  to  participate  in  the  title  IV 
student  assistance  programs  because  it 
does  not  meet  the  fiscal  and 
administrative  standards  set  forth  in 
subpart  B  of  this  part. 

(d)  This  subpart  does  not  apply  to 
administrative  action  by  the  Department 
of  Education  based  on  any  alleged 
violation  of — 

(1)  Title  VI  of  the  Givil  Rights  Act  of 
1964,  which  is  governed  by  34  CFR  Part 
100; 

(2)  Title  IX  of  the  Education 
Amendments  of  1972,  (relating  to  sex 
discrimination)  which  is  governed  by  34 
CFR  Part  106; 

(3)  The  Family  Educational  Rights  and 
Privacy  Act  of  1974  (Section  438  of  the 
General  Education  ftovisions  Act,  as 
amended)  which  is  governed  by  34  CFR 
Part  99; 
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(4)  Section  504  of  the  Rehabilitation 
Act  of  1973  (relating  to  discrimination  on 
the  basis  of  handicap)  which  is 
governed  by  34  CFR  Part  104;  or 

(5)  The  Age  Discrimination  Act  of 
1975  which  is  governed  by  45  CFR  Part 
90. 

(20  U.S.C.  1094) 

§668.72  Definitions. 

As  used  in  this  subpart: 

“Designated  ED  official’’  means  an 
official  of  the  Education  Department,  to 
whom  the  Secretary  has  delegated 
responsibilities  indicated  in  this  subpart. 

“Funds"  means  any  money, 
commitments  to  provide  money  and 
commitments  of  insurance  or 
reinsurance  provided  under  any  or  all 
title  IV  student  assistance  programs 
covered  under  this  siibpart  to  an 
institution  or  to  students  enrolled  and 
attending  an  institution. 

“Institution"  means  (1)  an  institution 
of  higher  education  as  defined  in 
Subpart  A  of  this  part,  (2)  a  vocational 
school  as  defined  in  section  435(c)  of  the 
Higher  Education  Act  (HEA),  or  (3)  with 
respect  to  students  who  are  nationals  of 
the  United  States,  an  institution  outside 
the  United  States  which  is  comparable 
to  an  institution  of  higher  education  or 
to  a  vocational  school  and  which  has 
been  approved  by  the  Secretary  for 
purposes  of  participation  in  title  IV 
student  assistance  programs  covered 
under  this  subpart. 

(20  U.S.C.  1094) 

§  668.73  Informal  compliance  procedures. 

(a)  If  the  Secretary  receives  a 
complaint,  or  has  other  information 
which  the  Secretary  believes  to  be 
reliable,  indicating  that  an  institution  is, 
or  may  be,  in  violation  of  applicable 
laws,  regulations,  special  arrangements, 
agreements,  or  limitations,  the  Secretary 
may  call  the  matter  to  the  attention  of 
the  institution  and  may  give  it  a 
reasonable  opportunity — 

(1)  To  respond  to  the  complaint  or 
other  information: 

(2)  To  show  that  the  matter  has  been 
corrected:  or 

(3)  To  submit  an  acceptable  plan  to 
correct  the  violation  and  prevent  its 
recurrence. 

(b)  The  procedures  provided  in  this 
subpart  for  a  fine  or  for  a  suspension, 
limitation,  or  termination  need  not  be 
delayed  during  the  informal  compliance 
procedure  if  the  Secretary  believes — 

(1)  The  delay  would  have  an  adverse 
effect  on  any  or  all  title  IV  student 
assistance  programs  covered  under  this 
subpart,  or 

(2)  The  informal  compliance 
procedure  will  not  result  in  a  correction 
of  the  alleged  violation. 


(20  U.S.C.  1094) 

§  668.74  Emergency  action. 

(a)  The  Secretary  through  a 
designated  ED  official,  may  take 
emergency  action  to  withhold  funds 
from  an  institution  or  its  students  and  to 
withdraw  the  authority  of  an  institution 
to  obligate  funds  under  the  HEAL 
program  or  any  or  all  title  IV  student 
assistance  programs  covered  under  this 
subpart  if  the  designated  ED  official — 

(1)  Receives  information  which  the 
official  believes  to  be  reliable  that  an 
institution  is  in  violation  of  applicable 
laws,  regulations,  special  arrangements, 
agreements,  or  limitations, 

(2)  Determines  that  such  action  is 
necessary  to  prevent  the  likelihood  of 
substantial  loss  of  funds  to  the  Federal 
Government  or  to  the  students  at  the 
institution,  and 

(3)  Determines  that  the  likelihood  of 
loss  outweighs  the  importance  of 
following  the  procedures  set  forth  in  thi*^ 
subpart  for  suspension,  limitation,  or 
termination. 

(b)  The  designated  ED  official  begins 
an  emergency  action  by  notifying  the 
institution,  by  certified  mail  with  return 
receipt  requested,  of  the  action  and  the 
basis  on  which  it  is  taken.  The  effective 
date  of  the  action  is  the  date  on  which 
the  notice  is  received  by  the  institution. 

(c)  An  emergency  action  shall  not 
exceed  30  days  unless  a  suspension, 
limitation,  or  termination  proceeding  is 
begun  under  this  subpart  before  the 
expiration  of  that  period.  In  such  case, 
the  period  may  be  extended  until  the 
completion  of  that  proceeding,  including 
any  appeal  to  the  Secretary. 

(d)  If  a  suspension,  limitation,  or 
termination  proceeding  is  begun,  the 
Secretary  will  provide  the  institution,  if 
it  so  requests  an  opportunity  to  show 
cause  that  the  emergency  action  is 
unwarranted,  pending  the  outcome  of 
that  proceeding. 

(20  U.S.C.  1094) 

§  668.75  Fine  proceedings. 

(a)  Scope  and  consequences.  The 
Secretary  may  impose  a  fine  of  up  to 
$25,000  on  an  institution  that 

(1)  Violates  any  provision  of  title  IV  of 
the  Higher  Education  Act  or  any 
regulation  or  agreement  implementing 
that  title;  or 

(2)  Substantially  misrepresents  the 
nature  of  its  educational  program,  its 
finance  charges,  and  the  employability 
of  its  graduates. 

(b)  Procedures.  The  designated  ED 
official  begins  a  fine  proceeding, 
whether  or  not  a  suspension,  limitation 
or  termination  proceeding  has  begun 
under  §  668.76  or  §  668.77  by  sending  the 
institution  a  notice,  by  certified  mail 


with  return  receipt  requested.  This 
notice  must — 

(1)  Inform  the  institution  of  the 
Secretary’s  intent  to  fine  the  institution 
and  the  amount  of  the  fine,  cite  the 
consequences  of  that  action,  and 
identify  the  alleged  violations  which 
constitute  the  basis  for  the  action; 

(ii)  Specify  the  proposed  effective  date 
of  the  fine,  which  shall  be  at  least  20 
days  from  mailing  of  the  notice  of  intent; 

(iii)  Inform  the  institution  that  the  fine 
will  not  be  effective  on  the  date 
specified  in  the  notice  if  the  designated 
ED  official  receives,  at  least  five  days 
before  that  date,  a  written  request  for  a 
hearing  or  written  material  indicating 
why  the  fine  should  not  be  imposed. 

(2)  If  the  institution  does  not  request  a 
hearing  but  submits  written  material,  the 
designated  ED  official,  after  considering 
that  material,  notifies  the  institution 
that — 

(i)  The  fine  will  not  be  imposed;  or 

(ii)  The  fine  is  imposed  as  of  a 
specified  date,  and  in  a  specified 
amount. 

(3)  If  the  institution  requests  a  hearing 
by  the  time  specified  in  paragraph  > 
(b)(l)(iii)  of  this  section,  the  designated 
ED  official  sets  the  date  and  the  place. 
The  date  is  at  least  15  days  after  the 
designated  ED  official  receives  the 
request. 

(4)  A  presiding  officer  conducts  a 
hearing  on  the  record. 

(5)  At  the  hearing  the  presiding  officer 
shall  consider  any  written  material 
presented  to  him  or  her  before  the 
hearing,  or  any  written  material  or  other 
evidence  presented  during  the  course  of 
the  hearing. 

(6)  If  the  presiding  officer  concludes 
that  the  fine  is  warranted,  he  or  she 
issues  an  initial  decision  confirming  the 
imposition  of  a  fine  against  the 
institution  and  the  amount  of  the  fine. 

(c)  Expedited  hearings.  With  the 
approval  of  the  presiding  officer  and  the 
consent  of  the  designated  ED  official 
and  the  institution,  any  time  schedule 
specified  in  this  section  may  be 
shortened. 

(20  U.S.C.  1094) 

§  668.76  Suspension  proceeding. 

(a)  Scope  and  consequences.  From  its 
effective  date,  a  suspension  removes  an 
institution’s  eligibility  for  any  or  all  of 
the  title  IV  student  assistance  programs 
covered  under  this  subpart  for  a  period 
of  time  not  exceeding  60  days  unless — 

(1)  The  institution  and  the  designated 
ED  official  agree  to  an  extension  where 
the  institution  has  not  requested  a 
hearing,  or 

(2)  The  designated  ED  official  begins  a 
limitation  or  termination  proceeding 
under  §  668.77, 
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(b)  Procedures.  (1)  The  designated  ED 
official  begins  a  suspension  proceeding 
by  sending  a  notice  to  an  institution  by 
certified  mail  with  return  receipt 
requested.  The  notice  must — 

(1)  Inform  the  institution  of  the  intent 
of  the  Secretary  to  suspend  the 
institution's  eligibility,  cite  the 
consequences  of  that  action,  and 
identify  the  alleged  violations  which 
constitute  the  basis  for  the  action: 

(ii)  Specify  the  proposed  effective  date 
of  the  suspension,  which  shall  be  at 
least  20  days  after  the  date  of  mailing  of 
the  notice  of  intent:  and 

(iii)  Inform  the  institution  that  the 
suspension  will  not  be  effective  on  the 
date  specified  in  the  notice  if  the 
designated  ED  official  receives,  at  least 
5  days  before  that  date,  a  request  for  a 
hearing  or  written  material  indicating 
why  the  suspension  should  not  take 
place. 

(2)  If  the  institution  does  not  request  a 
hearing,  but  submits  written  material, 
the  designated  ED  of^cial,  after 
considering  that  material,  notifies  the 
institution  that — 

(i)  The  proposed  suspension  is 
dismissed,  or 

(ii)  The  suspension  is  effective  as  of  a 
specified  date. 

(3)  If  the  institution  on  a  timely  basis 
requests  a  hearing,  the  designated  ED 
official  sets  a  date  and  place  for  it.  The 
date  will  be  at  least  15  days  after  the 
designated  ED  official  receives  the 
request.  No  suspension  takes  place  until 
a  hearing  is  held. 

(4)  A  presiding  officer  conducts  a 
hearing  on  the  record. 

(5)  At  the  hearing,  the  presiding  officer 
shall  consider  any  written  material 
presented  to  him  before  the  hearing  or 
any  material  or  other  evidence 
presented  to  him  during  the  course  of 
the  hearing. 

(6)  If,  after  considering  the  evidence, 
the  presiding  officer  concludes  that  the 
suspension  is  warranted,  the  presiding 
officer  will  issue  an  initial  decision  that 
may  suspend  the  eligibility  of  all  or  part 
of  the  institution. 

(7)  The  Secretary  will  review  the 
initial  decision  of  the  presiding  ofTicer 
and  will  issue  a  final  decision  adopting 
the  initial  decision,  unless  the  initial 
decision  is  clearly  unsupported  by  the 
evidence. 

(c)  Notice  of  the  suspension  will  be 
promptly  mailed  to  the  institution.  The 
suspension  takes  effect  either  upon  the 
date  on  which  the  notice  is  received  by 
the  institution  or  the  original  proposed 
effective  date  stated  in  the  notice  of 
intent,  whichever  is  later. 

(d)  A  suspension  shall  not  exceed  60 
days  unless  a  limitation  or  termination 
proceeding  is  begun  under  this  subpart 


before  the  expiration  of  that  period.  In 
such  case,  the  period  may  be  extended 
until  the  completion  of  that  proceeding, 
including  any  appeal  to  the  Secretary. 

(20  U.S.C.  1094) 

§  668.77  Limitation  or  termination 
proceedings. 

(a)  Scope  and  consequences.  From  its 
effective  date,  a  limitation  or 
termination  shall  either — 

(1)  Result  in  limitations  on  an 
institution's  eligibility,  or 

(2)  End  the  eligibility  of  an  institution 
to  participate  in  any  or  all  title  IV 
student  assistance  programs  covered 
under  this  subpart. 

(b)  Procedures.  The  designated  ED 
official  begins  a  limitation  or 
termination  proceeding  whether  or  not  a 
fine  or  suspension  proceeding  has  begun 
under  |  668.75  or  §  668.76,  by  sending  an 
institution  a  notice,  by  certified  mail 
with  return  receipt  requested.  This 
notice  must — 

(1)  Inform  the  institution  of  the  intent 
of  the  Secretary  to  limit  or  terminate  the 
institution's  eligibility,  cite  the 
consequences  of  that  action,  and 
identify  the  alleged  violations  which 
constitute  the  basis  for  the  action,  and  in 
the  case  of  a  limitation  proceeding,  state 
the  limits  to  be  imposed: 

(ii)  Specify  the  proposed  effective  date 
of  the  limitation  or  termination,  which 
shall  be  at  least  20  days  after  the  date  of 
mailing  of  the  notice  of  intent:  and 

(iii)  Inform  the  institution  that  the 
limitation  or  termination  will  not  be 
effective  on  the  date  specified  in  the 
notice  if  the  designated  ED  official 
receives,  at  least  5  days  before  that 
date,  a  request  for  a  hearing  or  written 
material  indicating  why  the  limitation  or 
termination  should  not  take  place. 

(2)  If  the  institution  does  not  request  a 
hearing  but  submits  written  material,  the 
designated  ED  official,  after  considering 
that  material,  notifies  the  institution 
that: 

(i)  The  proposed  action  is  dismissed, 

(ii)  Limitations  are  effective  as  of  a 
specified  date,  or 

(iii)  The  termination  is  effective  as  of 
a  specified  date. 

(3)  If  the  institution  on  a  timely  basis 
requests  a  hearing,  the  designated  ED 
official  sets  a  date  and  a  place  for  it. 

The  date  will  be  at  least  15  days  after 
the  designated  ED  official  receives  the 
request.  No  proposed  limitation  or 
termination  takes  place  until  after  a 
hearing  is  held. 

(4)  A  presiding  officer  conducts  the 
hearing  on  the  record. 

(5)  At  the  hearing  the  presiding  officer 
shall  consider  any  written  material 
presented  to  him  before  the  hearing,  or 
any  material,  or  other  evidence 


presented  to  him  during  the  course  of 
the  hearing. 

(6)  If,  after  considering  the  evidence, 
the  presiding  officer  concludes  that 
limitation  or  termination  is  warranted, 
the  presiding  officer  will  issue  an  initial 
decision  that  may  limit  or  terminate  the 
institution's  eligibility  in  whole  or  in 
part.  If  a  termination  action  is  brought 
against  an  institution,  the  presiding 
officer  may  issue  a  decision  to  impose 
one  or  more  limitations  on  an  institution 
rather  than  terminating  its  eligibility,  if 
the  presiding  officer  believes  the 
limitation  to  be  more  appropriate. 

(c)  Expedited  hearing.  With  the 
approval  of  the  presiding  officer  and  the 
mutual  consent  of  the  parties,  any  time 
schedule  specified  in  this  section  may 
be  shortened. 

(20  U.S.C.  1094) 

§  668.78  Initial  and  final  decisions— 
Appeals. 

(a) (1)  The  presiding  officer  shall  issue 
a  written  initial  decision  within  30  days 
after 

(1)  the  last  brief  is  filed,  or 

(ii)  the  last  day  of  the  hearing,  if  the 
presiding  officer  does  not  request  the 
parties  to  submit  briefs. 

(2)  The  presiding  officer  shall 
promptly  deliver  his  or  her  decision  to 
the  institution  and  the  designated  ED 
official. 

(3)  The  presiding  officer  shall  base 
findings  of  fact  only  on  evidence 
considered  at  the  hearing  and  on 
matters  given  official  notice.  If  a  hearing 
is  conducted  by  written  submissions, 
findings  of  fact  shall  be  based  on  the 
facts  stipulated  by  the  parties. 

(b)  In  a  suspension  proceeding,  the 
Secretary  reviews  the  presiding  officer's 
initial  decision  and  issues  a  final 
decision  within  20  days  after  the  initial 
decision.  The  Secretary  adopts  the 
initial  decision  unless  it  is  clearly 
unsupported  by  the  evidence  presented 
at  the  hearing. 

(c)  In  a  fine,  limitation  or  termination 
proceeding,  the  presiding  officer's  initial 
decision  automatically  becomes  the 
Secretary’s  final  decision  20  days  after  it 
is  issued  unless,  within  that  20  day 
period,  the  institution  or  the  designated 
ED  official  appeals  the  decision  to  the 
Secretary. 

(d) (1)  Within  a  period  specified  by  the 
Secretary,  the  party  that  appeals  shall 
submit  a  brief  or  written  materials  to  the 
Secretary  explaining  why  the  initial 
decision  of  the  presiding  officer  should 
be  overturned  or  modified. 

(2)  The  appealing  party  may  submit 
proposed  findings  of  fact  or  conclusions 
of  law.  However,  the  proposed  findings 
of  fact  must  be  supported  by: 
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(1)  The  evidence  introduced  into  the 
record  at  hearing, 

(ii)  Stipulations  of  the  parties  if  the 
hearing  consisted  of  written 
submissions,  or 

(iii)  Matters  that  may  be  judicially 
noticed. 

(3)  The  opposing  party  shall  respond 
within  the  time  period  specified  by  the 
Secretary. 

(4)  Neither  party  may  introduce  new 
evidence  on  appeal. 

(5)  Each  party  shall  provide  a  copy  of 
its  brief  to  the  other  party. 

(e)  The  initial  decision  of  the  presiding 
officer  imposing  a  fine  or  limiting  or 
terminating  the  eligibility  of  the 
institution  does  not  take  effect  pending 
the  appeal  unless  the  Secretary 
determines  that  a  stay  would  provide  a 
serious  and  adverse  effect  upon  the 
programs  involved. 

(f) (1)  The  Secretary  renders  a  final 
decision. 

(2)  In  rendering  that  decision,  the 
Secretary  shall  consider  only  evidence 
introduced  into  the  record  at  the 
hearing,  stipulations  of  facts  if  the 
hearing  consisted  of  only  written 
submissions,  and  matters  that  may  be 
judicially  noticed. 

(3)  The  Secretary’s  decision  may 
affirm,  modify  or  reverse  the  presiding 
officer’s  initial  decision,  and  shall 
include  a  statement  of  the  reasons  for 
the  decision. 

(ao  U.S.C.  1094) 

§  668.79  Verification  of  mailing  and  receipt 
dates. 

(a)  Verification  of  the  Department  of 
Education’s  mailing  dates  and  receipt 
dates  referred  to  in  this  subpart  is 
evidenced  by  the  original  receipt  from 
the  U.S.  Postal  Service. 

(b)  If  an  institution  refuses  to  accept  a 
notice  mailed  under  this  subpart,  the 
Secretary  considers  the  notice  as  being 
received  on  the  date  that  the  institution 
refuses  to  accept  the  notice. 

(20  U.S.C.  1094) 

§  668.80  Fines. 

(a)  In  determining  the  amount  of  a 
fine,  the  designated  ED  official, 
presiding  officer  and  Secretary  shall 
take  into  account — 

(1) (i)  The  gravity  of  the  institution’s 
violation  or  failure  to  carry  out  the 
relevant  statute,  regulation  or 
agreement,  or 

(ii)  The  gravity  of  its 
misrepresentations,  and 

(2)  The  size  of  the  institution. 

(b)  Upon  the  request  of  the  institution, 
the  Secretary  may  compromise  the  fine. 

(20  U.S.C.  1094) 


§  668.81  Limitation. 

A  limitation  may  include,  as 
appropriate  to  the  program  in  question — 

(a)  A  limit  on  the  number  or 
percentage  of  students  enrolled  in  an 
institution  who  may  receive  title  IV 
student  assistance  funds  covered  under 
this  subpart; 

(b)  A  limit,  for  a  stated  period  of  time, 
on  the  percentage  of  an  institution’s 
total  receipts  from  tuition  and  fees 
derived  from  title  IV  student  assistance 
funds  covered  under  this  subpart; 

(c)  A  requirement  that  an  institution 
obtain  a  bond,  in  a  specified  amount,  to 
assure  its  ability  to  meet  its  financial 
obligations  to  students  who  receive  title 
IV  student  assistance  funds  cpvered 
under  this  subpart;  or 

(d)  Such  other  conditions  as  may  be 
determined  to  be  reasonable  and 
appropriate. 

(20  U.S.C.  1094) 

§  668.82  Termination. 

(a)  Effect.  Except  as  provided  in 
paragraph  (b)  of  this  section,  a 
termination— (1)  Ends  an  institution’s 
eligibility  for  any  or  all  of  the  title  IV 
student  assistance  programs; 

(2)  Prohibits  an  institution  or  the 
Secretary  from  making  or  increasing 
financial  aid  awards; 

(3)  Prohibits  an  institution  from 
making  any  other  new  obligations 
against  title  FV  student  assistance  funds 
covered  under  this  subpart;  and 

(4)  Prohibits  further  comautmeBts  of 
Federal  insurance  by  the  Secretary 
under  the  GSL  or  PLUS  programs  for 
loans  to  students  to  attend  that 
institution,  and  prohibits  further 
disbursements  by  an  institution  which  is 
a  lender  under  the  GSL  or  PLUS 
programs  (whether  or  not  insurance 
commitments  have  been  issued  by  the 
Secretary  or  a  guarantee  agency  for 
such  disbursements). 

(b)  Payment  period.  (1)  If  an 
institution  is  terminated  during  a 
payment  period,  any  student  at  that 
school  who  has  received  an  award  or  to 
whom  a  commitment  has  been  made 
before  the  effective  date  of  the 
termination  may  receive  payment  for 
that  payment  period. 

(2)  For  the  purposes  of  this  section, 
the  payment  period  is  a  semester, 
trimester,  or  quarter  for  institutions 
using  these  academic  periods.  For  all 
other  institutions,  the  payment  period  is 
the  period  from  the  beginning  to  the 
midpoint  of  the  academic  year,  or  from 
the  midpoint  to  the  end  of  the  academic 
year. 

(c)  Commitment.  For  the  purposes  of 
this  section  (1)  a  commitment  under  the 
Pell  Grant  program  occurs  after  a 


student  is  enrolled  and  attending  the 
institution  and  has  submitted  a  valid 
student  eligibility  report  to  the 
institution,  or  to  the  Secretary  if  the  , 
student  is  attending  an  institution  which 
is  under  the  alternate  disbursement 
system,  (2)  a  commitment  under  the 
Supplemental  Grant,  College  Work- 
Study,  or  National  Direct  Student  Loan 
Programs  occurs  when  the  student  is 
enrolled  and  attending  the  institution 
and  has  received  an  award  letter  from 
the  institution,  and  (3)  a  commitment 
under  the  GSL  or  PLUS  Programs  occurs 
when  the  Secretary  or  a  guarantee 
agency  advises  the  lender  that  the  loan 
will  be  insured. 

(20  U.S.C.  1094) 

§  668.83  Reimbursements,  refunds,  and 
offsets. 

(a)  The  designated  ED  official, 
presiding  officer,  or  Secretary  may 
require  an  institution  to  take  reasonable 
and  appropriate  corrective  action  to 
remedy  a  violation  of  applicable  laws, 
regulations,  special  arrangements, 
agreements,  or  limitations. 

(b)  The  corrective  action  may  include 
payment  of  any  funds,  to  the 
Commissioner  or  to  designated 
recipients,  which  the  institution 
improperly  received,  withheld, 
disbursed,  or  caused  to  be  disbursed. 
Corrective  action  may,  for  example, 
relate  to  (1)  with  respect  to  the  GSL  or 
PLUS  programs — (i)  ineligible  interest 
benefits,  special  allowances  or  other 
claims  paid  by  the  Secretary,  and  (ii) 
discounts,  premiums,  or  excess  interest 
paid  in  violation  of  part  682  or  683  of 
title  34  of  the  Code  of  Federal 
Regulations;  and  (2)  with  respect  to  all 
title  IV  student  assistance  programs 
covered  under  this  subpart — (i)  refunds 
due  to  students  under  the  regulations, 
and  (ii)  any  grants,  work-study 
assistance,  or  loans  made  in  violation  of 
program  regulations. 

(c)  If  any  final  decision  requires  an 
institution  to  reimburse  or  make  any 
other  payment  to  the  Secretary  the 
Secretary  may  offset  these  claims 
against  any  benefits  or  claims  due  to  the 
institution. 

(20  U.S.C.  1094) 

§  668.84  Reinstatement  after  termination. 

(a)  An  institution  whose  eligibility  for 
any  or  all  title  IV  student  assistance 
programs  covered  under  this  subpart 
has  been  terminated  may  not  file  a 
request  for  reinstatement  of  its  eligibility 
before  the  expiration  of  18  months  from 
the  effective  date  of  its  termination. 

(b)  After  the  minimum  termination 
period,  the  institution  may  request 
reinstatement  of  its  eligibility.  The 
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request  must  be  in  writing  and  must 
show  that  the  institution  has  corrected 
the  violations  on  which  the  termination 
was  based  and  that  it  meets  all 
qualifications  for  eligibility. 

(c)  Not  later  than  60  days  after  receipt 
of  the  request  for  reinstatement,  the 
Secretary  shall  respond  to  the 
institution — 

(1)  Granting  its  request; 

{ii)  Denying  its  request;  or 

(iii)  Granting  the  request  subject  to 
limitations. 

(d) (1)  If  the  Secretary  denies  the 
institution's  request,  or  allows 
reinstatement  subject  to  limitation(s). 
the  institution,  upon  request,  will  be 
granted  an  opportunity  to  show  cause 
why  it  should  be  fully  reinstated. 

(2)  In  the  event  the  Secretary’s 
response  allowa  reinstatement  subject 
to  limitation,  the  institution,  by 
requesting  a  show  cause  meeting,  shall 
not  be  deemed  to  waive  its  rights  to 
participate  in  the  HEAL  program  or  any 
or  all  title  IV  programs  covered  under 
this  subpart  if  it  complies  with  the 
reinstatement  limitations  pending  the 
outcome  of  the  meeting. 

(20  U.S.C.  1094) 

§  668.85  Removal  of  limitation. 

(a)  An  institution  whose  eligibility  for 
any  or  all  title  IV  student  assistance 
programs  covered  under  this  subpart 
has  been  limited  may  not  apply  for 
removal  of  the  limitation  of  its  eligibility 
before  the  expiration  of  12  months  from 
the  effective  date  of  the  limitation. 

(b)  After  the  minimum  limitation 
period,  the  institution  may  request 
removal  of  the  limitation.  The  request 
must  be  in  writing  and  show  that  the 
institution  has  corrected  the  violations 
on  which  the  limitation  was  based. 

(c)  No  later  than  60  days  after  the 
receipt  of  the  request,  the  Secretary 
shall  respond  to  the  institution — 

(i)  Granting  its  request; 

(ii)  Denying  its  request;  or 

(iii)  Granting  the  request  subject  to 
other  limitations. 

(d)  If  the  Secretary  denies  the  request, 
or  establishes  other  limitations,  the 
institution  upon  request  will  be  granted 
an  opportunity  to  show  cause  why  its 
eligibility  should  be  fully  reinstated. 

(e)  The  institution’s  request  for  a  show 
cause  meeting  shall  not  be  deemed  to 
waive  its  right  to  participate  in  any  or 
all  title  IV  student  assistance  programs 
covered  under  this  subpart  if  it  complies 
with  such  continuing  limitations  pending 
the  outcome  of  the  meeting. 

(20  II.S.C.  1094) 


Appendix  A — [Reserved] 

Appendix  B — Standards  for  Audit  of 
Governmental  Organizations,  Programs, 
Activities,  and  Functions  (GAO) 

Part  III  Chapter  3 — Independence 

(a)  The  Third  general  standard  for 
governmental  auditing  is:  In  matters 
relating  to  the  audit  work,  the  audit 
organization  and  the  individual  auditors 
shall  maintain  an  independent  attitude. 

(b)  This  standard  places  upon  the 
auditor  and  the  audit  organization  the 
responsibility  for  maintaining  sufficient 
independence  so  that  their  opinions, 
conclusions,  judgments,  and 
recommendations  will  be  impartial.  If 
the  auditor  is  not  sufficiently 
independent  to  produce  unbiased 
opinions,  conclusions,  and  judgments,  he 
should  state  in  a  prominent  place  in  the 
audit  report  his  relationship  with  the 
organization  or  officials  being  audited. ' 

(c)  The  auditor  should  consider  not 
only  whether  his  or  her  own  attitude 
and  beliefs  permit  him  or  her  to  be 
independent  but  also  whether  there  is 
anything  about  his  or  her  situation 
which  would  lead  others  to  question  his 
or  her  independence.  Both  situations 
deserve  consideration  since  it  is 
important  not  only  that  the  auditor  be,  in 
fact,  independent  and  impartial  but  also 
that  other  persons  will  consider  him  or 
her  so. 

(d)  There  are  three  general  classes  of 
impairments  that  the  auditor  needs  to 
consider;  these  are  personal,  external, 
and  organizational  impairments.  If  one 
or  more  of  these  are  of  such  significance 
as  to  affect  the  auditor’s  ability  to 
perform  his  or  her  work  and  report  its 
results  impartially,  he  or  she  should 
decline  to  perform  the  audit  or  indicate 
in  the  report  that  he  or  she  was  not  fully 
independent. 

Personal  Impairments 

There  are  some  circumstances  in 
which  an  auditor  cannot  be  impartial 
because  of  his  or  her  views  or  his  or  her 
personal  situation.  These  circumstances 
might  include: 

x.  Relationships  of  an  official, 
professional,  and/or  personal  nature 
that  might  cause  the  auditor  to  limit  the 
extent  or  character  of  the  inquiry,  to 
limit  disclosure,  or  to  weaken  his  or  her 
findings  in  any  way, 

2.  Preconceived  ideas  about  the 
objectives  or  quality  of  a  particular 
operation  or  personal  likes  or  dislikes  of 

'  If  the  auditor  is  not  fully  indpendent  because  he 
or  she  is  an  employee  of  the  audited  entity,  it  will  be 
adequate  disclosure  to  so  indicate.  If  the  auditor  is  a 
practicing  certified  public  accountant,  his  or  her 
conduct  should  be  governed  by  the  AlCPA 
“Statements  on  Auditing  Procedure." 


individuals,  groups,  or  objectives  of  a 
particular  program. 

3.  Previous  involvement  in  a 
decisionmaking  or  management  capacity 
in  the  operations  of  the  governmental 
entity  or  program  being  audited. 

4.  Biases  and  prejudices,  including 
those  induced  by  political  or  social 
convictions,  which  result  from 
employment  in  or  loyalty  to  a  particular 
group,  entity,  or  level  of  government. 

5.  Actual  or  potential  restrictive 
influence  when  the  auditor  performs 
preaudit  work  and  subsequently 
performs  a  post  audit. 

6.  Financial  interest,  direct  or  indirect, 
in  an  organization  or  facility  which  is 
benefiting  from  the  audited  programs. 

External  Impairments 

External  factors  can  restrict  the  audit 
or  impinge  on  the  auditor’s  ability  to 
form  independent  and  objective 
opinions  and  conclusions.  For  example, 
under  the  following  conditions  either  the 
audit  itself  could  be  adversely  affected 
or  the  auditor  would  not  have  complete 
freedom  to  make  an  independent 
judgment. - 

1.  Interference  or  other  influence  that 
improperly  or  imprudently  eliminates, 
restricts,  or  modifies  the  scope  or 
character  of  the  audit. 

2.  Interference  with  the  selection  or 
application  of  audit  procedures  of  the 
selection  of  activities  to  be  examined. 

3.  Denial  of  access  to  such  sources  of 
information  as  books,  records,  and 
supporting  documents  or  denial  or 
opportunity  to  obtain  explanations  by 
officials  and  employees  of  the 
governmental  organization,  program,  or 
activity  under  audit. 

4.  Interference  in  the  assignment  of 
personnel  to  the  audit  task. 

5.  Retaliatory  restrictions  placed  on 
funds  or  other  resources  dedicated  to 
the  audit  operation. 

6.  Activity  to  overrule  or  significantly 
influence  the  auditors  judgment  as  to  the 
appropriate  content  of  the  audit  report. 

7.  Influences  that  place  the  auditor’s 
continued  employment  in  jeopardy  for 
reasons  other  than  competency  or  the 
need  for  audit  services. 

8.  Unreasonable  restriction  on  the 
time  allowed  to  competently  complete 
an  audit  assignment. 

Organizational  Impairments 

(a)  The  auditor’s  independence  can  be 
affected  by  his  or  her  place  within  the 
organizational  structure  of  governments. 
Auditors  employed  by  Federal,  State,  or 
local  government  units  may  be  subject 

*Some  of  these  situations  may  constitute 
justifiable  limitations  on  the  scope  of  the  work.  In 
such  cases  the  limitation  should  be  identified  in  the 
auditor's  report. 
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to  policy  direction  from  superiors  who 
are  involved  either  directly  or  indirectly 
in  the  government  management  process. , 
To  achieve  maximum  independence 
such  auditors  and  the  audit  organization 
itself  not  only  should  report  to  the 
highest  practicable  echelon  within  their 
government  but  should  be 
organizationally  located  outside  the 
line-management  function  of  the  entity 
under  audit. 

(b)  These  auditors  should  also  be 
sufficiently  removed  from  political 
pressures  to  ensure  that  they  can 
conduct  their  auditing  objectively  and 
can  report  their  conclusions  completely 
without  fear  of  censure.  Whenever 
feasible  they  should  be  under  a  system 
which  will  place  decisions  on 
compensation,  training,  job  tenure,  and 
advancement  on  a  merit  basis. 

(c)  When  independent  public 
accountants  or  other  independent 
professionals  are  engaged  to  perform 
work  that  includes  inquiries  into 
compliance  with  applicable  laws  and 
regulations,  efficiency  and  economy  of 
operations,  or  achievement  of  program 
results,  they  should  be  engaged  by 
someone  other  than  the  officials 
responsible  for  the  direction  of  the  effort 
being  audited.  This  practice  removes  the 
pressure  that  may  result  if  the  auditor 
must  criticize  the  performance  of  those 
by  whom  he  or  she  was  engaged.  To 
remove  this  obstacle  to  independence, 
governments  should  arrange  to  have 
auditors  engaged  by  officials  not 
directly  involved  in  operations  to  be 
audited. 

Appendix  C — Appendix  I.  Standards  for 
Audit  of  Governmental  Organizations, 
Programs,  Activities,  and  Functions 
(GAO) 

Qualifications  of  Independent  Auditors 
Engaged  by  Governmental 
Organizations 

(a)  When  outside  auditors  are 
engaged  for  assignments  requiring  the 
expression  of  an  opinion  on  financial 
reports  of  governmental  organizations, 
only  fully  qualified  public  accountants 
should  be  employed.  The  type  of 
qualifications,  as  stated  by  the 
Comptroller  General,  deemed  necessary 
for  financial  audits  of  governmental 
organizations  and  programs  is  quoted 
below: 

“Such  audits  shall  be  conducted  *  *  * 
by  independent  certified  public 
accountants  or  by  independent  licensed 
public  accountants,  licensed  on  or 
before  December  31, 1970,  who  are 
certified  or  licensed  by  a  regulatory 
authority  of  a  State  or  other  political 
subdivision  of  the  United  States:  Except 
that  independent  public  accountants 


licensed  to  practice  by  such  regulatory 
authority  after  December  31, 1970,  and 
persons  who  althrough  not  so  certified 
or  licensed,  meet,  in  the  opinion  of  the 
Secretary,  standards  of  education  and 
experience  representative  of  the  highest 
prescribed  by  the  licensing  authorities  of 
the  several  States  which  provide  for  the 
continuing  licensing  of  public 
accountants  and  which  are  prescribed 
by  the  Secretary  in  appropriate 
regulations  may  perform  such  audits 
until  December  31, 1975;  Provided,  That 
if  the  Secretary  deems  it  necessary  in 
the  public  interest,  he  may  prescribe  by 
regulations  higher  standard  than  those 
required  for  the  practice  of  public 
accountancy  by  the  regulatory 
authorities  of  the  States.”  ‘ 

(b)  The  standards  for  examination 
and  evaluation  require  consideration  of 
applicable  laws  and  regulations  in  the 
auditor’s  examination.  The  standards 
for  reporting  require  a  statement  in  the 
auditor’s  report  regarding  any 
significant  instances  of  noncompliance 
disclosed  by  his  or  her  examination  and 
evaluation  work.  What  is  to  be  included 
in  this  statement  requires  judgment. 
Significant  instances  of  noncompliance, 
even  those  not  resulting  in  legal  liability 
to  the  audited  entity,  should  be 
included.  Minor  procedural 
noncompliance  need  not  be  disclosed. 

(c)  Although  the  reporting  standard  is 
generally  on  an  exception  basis — that 
only  noncompliance  need  be  reported — 
it  should  be  recognized  that 
governmental  entities  often  want 
positive  statements  regarding  whether 
or  not  the  auditor’s  tests  disclosed 
instances  of  noncompliance.  This  is 
particularly  true  in  grant  programs 
where  authorizing  agencies  frequently 
want  assurance  in  the  auditor’s  report 
that  this  matter  has  been  considered. 

For  such  audits,  auditors  should  obtain 
an  understanding  with  the  authorizing 
agency  as  to  the  extent  to  which  such 
positive  comments  on  compliance  are 
desired.  When  coordinated  audits  are 
involved,  the  audit  program  should 
specify  the  extent  of  comments  that  the 
auditor  is  to  make  regarding  compliance. 

(d)  When  noncompliance  is  reported, 
the  auditor  should  place  the  findings  in 
proper  perspective.  The  extent  of 
instances  of  noncompliance  should  be 
related  to  the  number  of  cases  examined 
to  provide  the  reader  with  a  basis  for 
judging  the  prevalence  of 
noncompliance. 

'  Letter  (B-148144,  September  15. 1970)  from  the 
Comptroller  General  to  the  heads  of  Federal 
departments  and  agencies.  The  reference  to 
"Secretary"  means  the  head  of  the  department  or 
agency. 


(The  pamphlet  “Standards  for  Audit  of 
Governmental  Organizations,  Programs, 
Activities,  and  Functions”  is  for  sale  by  the 
Superintendent  of  Document,  U.S. 
Government  Printing  Office.  Washington, 
D.C.  20402.  Stock  number  2000-01000.  Price; 
85  cents.) 

PART  686  [Removed] 

2.  Part  686  of  Title  34  of  the  Code  of 
Federal  Regulations  is  removed. 
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